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SUMMARY  AND  RECOMMENDATIONS 


Cotton  quotations  are  assembled  by  committees  of  cotton  dealers  in  l4  mar- 
kets designated  by  the  Secretary  of  Agriculture .   These  markets  are : 


Atlanta        Dallas        Greenville 
Augusta        Fresno        Greenwood 
Charleston     Galveston     Houston 


Little  Rock 

Lubbock 

Memphis 


Montgomery 
New  Orleans 


The  Department  conducted  a  study  of  the  quotations  system  in  1959-60,  with 
objectives  as  follows:   (l)  To  reappraise  the  designated  markets  as  to  their 
suitability  as  major  sources  of  price  information,  and  (2)  to  determine  the 
organization  and  practices  followed  by  the  quotations  committees. 

Cotton  exchanges  in  designated  markets  appoint  and  maintain  the  committees. 
Under  agreement  with  and  supervision  by  the  Department,  each  committee  provides 
price  information  for  all  39  grades  in  a  wide  range  of  staples.   The  Department 
issues  daily  quotations  for  each  market  as  well  as  simple  averages  for  the  ik 
markets  as  a  group. 

Markets  were  ranked  according  to  relative  suitability  in  terms  of  six 
criteria  previously  used  in  an  appraisal  study  made  in  1951-52: 


Number  of  firms 

Volume  of  trading 

Distribution  of  trading  during  season 

Origin 

Quantity  of  cotton  produced  within  100 -mile  radius  of  market 

Qualities  of  cotton  handled 


On  a  composite  basis  for  all  criteria,  markets  ranked  as  follows: 


Market 

Memphis 

Dallas 

Lubbock 

Fresno 

Atlanta 

Houston 

Greenwood 


1959-60    1951-52 


Market 


1959-60    1951-52 


1 

1 

Greenville 

8 

k 

2 

2 

Montgomery 

9 

11 

3 

9 

Augusta 

10 

7 

h 

6 

Little  Rock 

11 

12 

5 

3 

Galveston 

12 

13 

6 

5 

New  Orleans 

13 

10 

7 

8 

Charleston 

11+ 

1^ 

Memphis  ranked  first  and  Dallas  second  at  the  time  of  both  studies. 
Charleston  was  last  each  time.   These  rankings  did  not  and  could  not  measure 
any  variations  in  degrees  of  accuracy  of  quotations  but  they  did  indicate  rela- 
tive physical  equipment  and  environment  for  quoting  cotton.   Conditions  were 
most  favorable  at  Memphis  and  least  at  Charleston.   All  committees  and  indi- 
vidual firms  were  asked  to  suggest  improvements.   The  most  clear-cut  suggestion 
for  change  from  both  sources  was  that  a  market  should  not  quote  qualities  that 
were  not  handled  within  the  market . 
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The  study  indicated  that  the  Ik   markets  in  l959-60  were  ill  assorted  as  to 
size  overall  suitability,  and  geographical  representation.   Memphis  handled 
about  435  times  more  cotton  than  Charleston,  a  tremendous  physical  difference 
between  2  markets  having  equal  weight  in  calculations  of  1^-market  simple  aver- 
ages  The  West  had  only  1  market  but  produced  about  twice  as  much  cotton 
the  Southeast  with  5  markets . 

Suggested  improvements  include  eliminating  several  markets,  assigning 
weights  to  each  market,  and  limiting  markets  to  quoting  those  qualities  with 
which  they  are  familiar. 

This  is  the  suggested  roster  of  markets  and  individual  market  weights: 

Region  and  market  Weight 

Southeast 

At  lanta 1 

Montgomery 1 

or 

Greenville 77 .5 

Atlanta .5 

Augusta .5 

Montgomery .5 

South  Central 7 

Memphis 5 

Little  Rock 1 

Greenwood 1 

Southwest 7 

Dallas 3 

Lubbock 2 

Houston 2 

West k 

Fresno 2 

(Phoenix) 2     

20 

This  would  provide  either  10  or  12  markets  according  to  the  plan  followed  in 
the  Southeast.  A  suitable  market,  such  as  Phoenix,  needs  to  be  added  in  the 
West. 

Recommendations  as  to  qualities  would  have  all  markets  quote  all  grades  of 
white,  light  spotted,  and  light  gray  cotton.   Tinged  and  stained  grades  would 
be  quoted  only  by  Atlanta,  Memphis,  Dallas,  Houston,  and  Lubbock.   All  but  a 
few  markets  would  quote  spotted  and  gray  grades.   As  for  staple,  Fresno  and 
Greenwood  would  be  relieved  from  quoting  any  cotton  shorter  than  1  inch  and 
Augusta  and  Montgomery  from  quoting  staples  shorter  than  15/l6  inch. 

Suggestions  for  committee  organization  and  procedures  include:   (l)  Each 
committee  will  consist  of  5  °r  more  members;  (2)  committee  members  will  be 
selected  only  from  firms  actively  engaged  in  spot  trading;  and  (3)  no  one  firm 
will  provide  more  than  one  member  of  any  committee . 

iii 


OFFICIAL  SPOT  COTTON  QUOTATIONS, 
WHERE  AND  HOW  QUOTED 

By  R.  C.  Soxman  and  Shelby  H.  Holder,  Jr, 
agricultural  economists 
Marketing  Economics  Division 
Economic  Research  Service 


THE  SPOT  QUOTATIONS  SYSTEM 
Since  19l6,  the  U.  S.  Department  of  Agriculture  has  administered  and 


su- 


pervised an  official  system  for  quoting  "spot"  cotton  prices,  l/  For  years 
these  quotations  were  used  chiefly  within  the  "cotton  trade."  Departmental 
supervision  then  mainly  consisted  of  arbitrating  differences  in  opinion  among 
the  trade.   Now,  under  Government  price  support  programs ,  the  supervising 
agency  must  answer  for  the  reliability  of  the  quotations  to  growers  and  all 
other  branches  of  the  industry.   Each  of  these  groups  has  somewhat  different 
requirements  for  price  information.   Growers,  using  quotations  as  guides  for 
production  and  marketing  decisions,  need  frequent  quotations  in  nearby  markets 
for  all  grades  and  staples  produced  locally  which  will  reflect  "character"  or 
other  local  factors.   Dealers  in  raw  cotton  and  manufacturers  of  cotton  pro- 
ducts need  daily  quotations  for  all  qualities  of  cotton  traded  in  all  major 
markets  as  guides  to  their  buying  and  selling  operations.  Merchants  trading 
in  futures  contracts  require  information  on  grade  and  staple  length  differen- 
tials to  determine  the  relative  profitableness  of  delivering  cotton  in  fulfill- 
ment of  futures  contract  and,  if  delivered,  to  arrive  at  a  settlement  price. 
Government  price  support  programs  in  recent  years  have  used  average  differen- 
tials for  grade  and  staple  length.   During  1959-60  and  I96O-61,  establishment 
of  resale  prices  by  the  Government  involved  a  determination  of  relatively 
current  average  prices  for  all  qualities  in  the  Government  inventory. 

Requirements  of  these  various  groups  suggest  several  characteristics  of 
an  ideal  market  information  service.   Quotations  should  be  related  to  well- 
defined  qualities  of  the  commodity  and  should  be  based  on  uniform  terms  of 
trade.   Quotations  should  be  developed  for  markets  in  each  major  cotton- 
producing  area.   Quotations  must  be  provided  for  as  many  different  grade  and 
staple  length  categories  and  for  as  many  trading  days  as  possible.   There  should 
be  a  sufficient  volume  of  sales  in  each  quality,  period,  and  market  to  provide 
a  reasonably  adequate  statistical  basis  for  determinating  the  applicable  price. 
A  systematic  procedure  also  should  be  provided  for  deriving  the  best  possible 
estimates  of  commercial  values  of  all  qualities  to  be  quoted  during  portions  of 
the  season  when  an  adequate  statistical  basis  does  not  exist.   Quotations  should 

1/  Terms  peculiar  to  the  marketing  and  pricing  of  cotton  and  related  pro- 
grams are  defined  in  the  glossary.   Such  terms  appear  in  quotation  marks  on 
first  use  in  the  text. 


reflect  prices  established  by  several  buyers  and  sellers  and  with  several  types 
of  agencies  represented  to  give  reasonable  balance  to  the  quotations .   Finally, 
a  quotations  system  or  market  news  service  must  include  institutional  arrange- 
ments capable  of  accumulating  and  transmitting  quickly  and  accurately  the  in- 
formation outlined  above.   Legislation  authorizing  and  directing  the  creation 
of  the  cotton  quotation  system  and  market  news  service  apparently  recognized 
most  of  these  requirements  and  attempted  to  provide  for  their  attainment. 

Basically,  the  quotations  system,  as  developed  as  a  result  of  this  legis- 
lation, combines  logic  and  simplicity.   Currently,  Ik   cotton  markets  are  "des- 
ignated" by  the  Secretary  of  Agriculture  to  quote  prices  each  trading  day  for 
the  "base  quality"  and  all  other  "grades"  and  most  other  "staples"  of  upland 
cotton  as  defined  by  official  standards.   These  markets  are  Atlanta,  Augusta, 
Charleston,  Dallas,  Fresno,  Galveston,  Greenville,  Greenwood,  Houston,  Little 
Rock,  Lubbock,  Memphis,  Montgomery,  and  New  Orleans.   Each  market  has  a  "cotton 
exchange,"  which  maintains  a  spot  quotations  committee.   Committee  members  are 
selected  by  the  exchange  from  active  dealers  in  cotton  within  the  market. 
Together  these  1^  markets  and  their  committees  form  a  network  of  price  infor- 
mation centers  throughout  the  Cotton  Belt . 

The  Department  has  made  several  special  studies  of  the  quotations  system. 
In  the  1950 -51  "season"  a  Beltwide  appraisal  of  markets  was  followed  by  an 
increase  in  designated  markets  from  10  to  Ik.    2/  During  1953-5^-;  quotations 
in  8  markets  were  compared  with  actual  prices  then  being  paid  for  randomly 
selected  purchases  of  cotton.  3/  Performance  and  accuracy  of  the  quotations 
committees,  as  then  encountered,  were  a  credit  to  the  cotton  trade  and  the 
spot  exchanges. 

Use  of  the  quotations  by  growers  and  dealers  in  marketing  cotton  on  the 
basis  of  quality  and  in  price  support  programs  has  brought  increased  scrutiny 
by  growers  and  others.   Partly  as  a  result  of  this  added  use,  a  large  growers' 
organization  asked  the  Department,  in  November  1958,  to  arrange  an  industrywide 
conference  to  initiate  a  new  study  of  the  quotations,  their  accuracy,  and  their 
use  in  Government  price  support  programs.   As  a  result,  a  meeting  attended  by 
about  100  persons  was  held  at  Dallas,  Texas,  in  January  1959.  kj     The 
Department  drafted  an  outline  of  a  study  of  the  quotations  system  which  in- 
corporated suggestions  made  by  all  organizations  present.   The  study  was  to 
commence  with  the  1959-60  season.   All  organizations  in  attendance  concurred 
in  the  study  and  those  specifically  concerned  offered  full  cooperation. 


2/  McLure,  Joe  H.,  and  Fortenberry,  A.  J.  An  Appraisal  of  Central  Cotton 
Markets  with  Respect  to  Suitability  for  Designation  for  Price  Quotations,  U.  S, 
Dept.  Agr.,  May  1953  (processed). 

3/  McLure,  Joe  H.,  and  Ashby,  W.  L.  Cotton  Price  Quotations  in  Designated 
Markets,  U.  S.  Agr.  Mktg.  Serv.,  AMS-I67,  March  1957  (processed). 

kj   Attendance  included  8  representatives  of  cotton  manufacturers,  22  per- 
sons representing  cotton  shippers'  associations  or  firms,  members  of  the  3 
futures  exchanges,  26  cotton  dealers  representing  the  1^+  designated  markets, 
22  representatives  from  16  growers'  organizations,  7  Department  representa- 
tives, and  12  persons  from  other  cotton  industry  organizations  and  trade 
publications . 
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PURPOSE  AND  METHOD  OF  STUDY 

The  study  agreed  upon  had  two  phases.   One  dealt  with  statistical  meas- 
urements of  the  accuracy  of  quotations  in  reflecting  actual  prices  paid  for 
various  qualities  of  cotton  in  designated  market  areas.   Such  analyses  have 
"been  under  way  since  August  1959* 

This  report  covers  the  second  phase,  which  was  concerned  with  the  frame- 
work of  the  quotations  system--the  markets,  the  resident  firms,  and  the  organ- 
ization and  activities  of  the  quotations  committees  during  the  1959-60  season. 
Specific  objectives  were  (l)  to  reappraise  the  currently  designated  markets  as 
to  suitahility  for  use  as  a  major  source  of  sensitive  price  information;  and 
(2)  to  determine  the  organization  of  and  practices  followed  by  the  quotations 
committees.   This  report  also  includes  a  hrief  account  of  services  provided 
and  problems  faced  "by  the  various  types  of  cotton  firms,  especially  as  related 
to  the  quotations . 

Toward  the  close  of  the  1959-60  season,  Department  representatives  visited 
each  designated  market.   Interviews  were  attempted  with  each  resident  firm 
and  with  the  assembled  quotations  committee.   Information  was  requested  from 
each  firm  on  type  of  operation,  volume,  source,  and  general  qualities  of  cot- 
ton handled,  and  related  subjects.   Each  individual  firm  and  each  quotations 
committee  was  also  asked  for  ideas  on  how  to  improve  the  quotations . 

Cooperation  was  excellent  "both  from  firms  and  the  exchanges .   Of  the  ^10 
firms  In  the  1^  markets,  complete  or  largely  complete  schedules  were  obtained 
for  352  firms,  handling  about  9k   percent  of  the  cotton  in  these  markets.   For 
another  58  firms,  only  basic  information  was  recorded  such  as  type  of  operation 
and  volume. 

Tabulations  and  assembly  of  data  were  designed  to  show  change  that  had 
taken  place  since  the  market  appraisal  study  of  1950-51 •   Firms  were  grouped 
by  method  of  operation  as  "shippers,"  "f.o.b.  merchants,"  "mills,"  "brokers," 
"commission  buyers, "  "shipper  representatives,"  "cooperative  marketing  associ- 
ations , "  and  "multitype .  " 


STRUCTUPE  OF  THE  SYSTEM 

The  cotton  quotations  system  was  established  under  the  U.  S.  Cotton 
Futures  Act  of  1916.   Legislative  authority  now  incorporated  in  the  Internal 
Revenue  Code  of  195^,  Section  kQ62,    defines  bona  fide  spot  markets  as  those 
determined  and  designated  as  such  by  the  Secretary  of  Agriculture.  5/  This 
section,  in  part,  further  directs  the  Secretary  to  consider  only  markets  for 
designation  in  which  spot  cotton  is  sold  in  such  volume  and  under  such  condi- 
tions as  customarily  to  reflect  accurate  prices  for  Middling  and  other  grades 
of  cotton  for  which  official  standards  are  in  effect.   The  presently  designated 
Ik   markets  are  a  result  of  these  legal  requirements. 


5/  This  section  is  quoted  in  appendix,  page  59- 
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As  a  condition  of  designation  and  retention,  each  designated  market  also 
must  comply  with  certain  regulations  of  the  Department  for  cotton  classifica- 
tion under  cotton  futures  legislation.  6/  The  following  extract  from  section 
27.97  of  these  regulations,  as  in  effect  during  1959-60,  authorizes  the  opera- 
tion of  the  quotations  committees: 

There  shall  he  established  and  maintained  in  each  "bona  fide  spot  market 
a  competent  quotation  committee.   The  organization  of  such  committee  and 
its  personnel  shall  he  subject  to  the  approval  of  the  Director  (Cotton 
Division,  Agricultural  Marketing  Service).  .  .   Such  committees  shall 
impartially  and  carefully  ascertain  and  publish  on  each  business  day  the 
value  of  Middling  cotton  and  the  differences  between  the  prices  or  values 
of  Middling  cotton  and  of  other  grades  of  cotton  represented  by  the 
official  cotton  standards  of  the  United  States.   The  committee  shall  dis- 
regard any  transactions  which  it  finds  were  not  bona  fide,  or  were  made 
for  the  purpose  of  influencing  its  action  improperly  .  .  . 

As  the  official  organization  of  the  market,  the  exchange  appoints  and 
maintains  the  spot  quotations  committee.   At  most  designated  markets,  all 
resident  spot  cotton  firms  are  members  of  the  exchange.   At  the  few  markets 
where  not  all  firms  are  members,  nonmember  firms  are  a  small  minority. 

Legislative  authority  and  rules  of  the  Secretary  of  Agriculture  purposely 
omit  much  of  the  detail  as  to  committee  operations.   As  necessary,  representa- 
tives of  the  Ik   exchanges,  the  Department,  and  other  interested  trade  organiza- 
tions, meet  and  come  to  an  understanding  on  basic  rules.  Meetings  have  been 
held  infrequently  because  need  for  change  has  developed  slowly.   The  present 
memorandum  of  understanding  was  developed  in  April  1956. 

The  current  understanding  provides  that  committee  members  in  each  market 
will  be  selected  to  represent  various  active  trade  interests.  7/  I"t  recommends 
that  committees  will  meet  at  least  weekly  to  review  price  differentials.   This 
recommendation,  however,  was  changed  to  a  regulatory  requirement  in  November 
I96I  (Section  27. 97  revised).   Each  committee  is  to  give  emphasis  to  value  for 
local  territory  cotton  but  will  consider  cotton  from  other  territories  for 
qualities  not  produced  locally  or  only  in  nominal  amounts. 

Further  agreement  is  that  quotations  shall  reflect  the  buyer's  first 
landed  cost  for  "mixed  quality  lots"  (basis  Middling  lists)  of  "uncompressed" 
cotton  delivered  in  warehouses  in  the  market.  8/  Other  types  of  transactions 
can  be  used  after  appropriate  adjustment  to  reflect  the  above  status.  Quota- 
tions are  to  relate  to  cotton  of  normal  character  except  that  on  "tenderable" 
grades,  values  will  apply  to  cotton  with  a  "micronaire"  of  3.5  or  better. 


6/  Sections  27-95  through  27-102,  inclusive,  of  these  regulations  as 
amended  effective  November  6,  l96l,  are  quoted  in  appendix,  page  60.   Nature 
recent  revisions  is  explained  as  applicable. 

7/  Understanding  is  quoted  in  full  in  appendix,  page  62. 

0/  Quotations  are  for  specific  qualities  as  appearing  in  lots  of  mixed 


quality 


The  understanding  also  requires  each  market  to  make  a  daily  report  on  the 
volume  of  American  upland  cotton  purchased  hy  members  of  the  trade  that  have 
offices  in  the  market.   Firms  may  report  purchases  made  anywhere  in  the  Belt 
except  those  by  branch  offices  located  in  other  designated  markets. 

Each  committee  on  each  business  day  quotes  a  total  of  39  grades,  an  in- 
crease of  1^  grades  over  the  number  quoted  prior  to  1959-60.  9/  Each  grade 
is  quoted  at  all  markets  for  each  of  eight  staple  lengths,  7/8-inch  to  1-3/32 
inches,  inclusive.   In  addition,  the  four  Texas  markets  quote  all  grades  in 
13/l6-inch  cotton.   Atlanta  also  quotes  1-1/8  inches  and  Fresno,  Greenwood, 
and  Memphis  issue  quotations  for  1-1/8  inches  and  certain  longer  staples. 

These  grade  and  staple  combinations  add  to  a  minimum  of  312  at  each  of  6 
markets,  351  at  5  markets,  390  at  Fresno,  and  a  maximum  of  507  at  both 
Greenwood  and  Memphis. 

The  base  quality  is  Middling  White  1-inch  cotton.   This  quality  is  quoted 
as  an  actual  price.   All  other  qualities  are  quoted  as  "differences"  (premiums 
and  discounts  based  on  Middling  1-inch) .   Although  each  committee  determines 
quotations  on  each  business  day,  premiums  and  discounts  often  go  unchanged  for 
days  or  even  weeks.   The  base  price,  however,  and  any  change  in  differences 
are  reported  daily  to  the  Department.   Quotations  for  all  Ik   markets  are  pub- 
lished on  each  business  day  in  the  Department's  report,  Spot  Cotton  Quotations. 
Beginning  with  the  1959-60  season,  the  increased  number  of  qualities  to  be 
quoted  has  caused  the  daily  reports  to  include,  for  individual  markets,  only 
tenderable  qualities  in  the  Monday  through  Thursday  issues.   Each  Friday  the 
report  carries  a  full  listing  with  notations  as  to  dates  and  extent  of  any 
changes  for  individual  markets  during  the  week  in  untenderable  qualities. 
Average  quotations  by  quality  are  shown  each  day  for  the  Ik   markets  as  a  group. 
These  are  simple  averages. 

Although  the  quotations  have  been  used  for  4  5  years,  their  exact  nature 
often  is  misunderstood  outside  the  cotton  trade.   To  some  persons,  quotations 
are  precise  records  of  actual  prices  paid  as  the  result  of  specific  transac- 
tions.  This  is  not  necessarily  true  for  spot  cotton  quotations.   While  quota- 
tions often  are  based  on  averages  of  specific  transactions,  they  at  times 
represent  the  best  judgment  of  values  by  informed  groups  of  dealers  for  lots 
of  average  size.   No  other  source  of  cotton  price  data  is  available  that  pro- 
vides as  accurate  and  reliable  price  guides  as  the  present  cotton  quotation 
system. 

Use  of  quotations  under  Government  price  support  programs  directly  affects 
the  sums  of  public  funds  disbursed  and  recovered  through  such  programs.   Quota- 
tions at  too  high  a  level  could  swell  the  flow  of  cotton  of  certain  qualities 
into  Government  hands  and  choke  off  sales  of  such  cotton  from  inventory.   Quota- 
tions at  too  low  a  level  for  some  qualities  would  deny  growers  intended  support, 
and  sales  would  recover  fewer  dollars  than  warranted.   Either  case  would  work 
to  the  disadvantage  of  the  Government  with  the  taxpayer  bearing  any  added  cost. 

9/  A  complete  listing  of  the  grades  and  staples  quoted  at  the  designated 
markets  is  described  in  the  appendix,  page  53. 
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The  sensitive  nature  of  such  newer  uses  has  intensified  the  degree  of 
public  trust  accorded  the  committee  system.   Quotations  committees  have  been 
in  the  position,  such  as  during  the  season  of  study,  of  establishing  the 
quotations  under  circumstances  where  a  low  price  level  or  wide  discounts  could 
have  been  advantageous  to  many  members  of  the-  trade.   Under  these  conditions, 
the  committee  system  is  under  suspicion  if  the  quotations  appear  out  of  line. 

Within  the  framework  of  the  system,  the  Department  is  responsible  for 
supervising  the  quotations  committees  and  for  obtaining  and  publishing  accu- 
rate quotations  for  each  of  the  Ik   markets.  10/  Under  this  system,  each  quo- 
tations committee  accepts  the  primary  and  important  task  of  surveying  the 
local  market  and  reporting  to  the  Department  the  base  price  and  any  changes  in 
premiums  and  discounts  required  to  reflect  accurately  the  price  of  each  quality 
quoted.   The  Department,  in  turn,  is  responsible  for  regularly  assisting  each 
committee.   Such  assistance  includes  having  representatives  make  periodic  sur- 
veys of  each  market,  accumulating  supplemental  prices,  and  routinely  meeting 
with  each  committee  to  aid  it  in  having  the  broadest  possible  base  for  eval- 
uating trading  prices. 

FACTORS  AFFECTING  MARKETS  AS  SOURCES  OF  QUOTATIONS 

Criteria  for  Evaluating  Markets 

Introductory  discussion  in  this  report  of  the  characteristics  of  an  ideal 
market  information  system  indicated  some  of  the  criteria  that  might  be  used  in 
evaluating  markets  as  sources  of  quotations. 

The  1951-52  appraisal  study  ranked  markets  as  to  suitability  for  designa- 
tion according  to  12  criteria.   That  study  covered  the  then-designated  markets 
plus  15  other  large  markets.   The  1959-60  study  dealt  only  with  the  designated 
markets  and  omitted  some  original  measures  designed  to  single  out  markets  as 
prospects  for  designation.  11/  Also,  some  factors  having  full  weight  in  the 
prior  study  are  given  only  general  mention  in  this  one  because  of  changing 
conditions .  12/ 

Six  considerations  included  in  the  earlier  study  and  emphasized  and 
treated  in  detail  in  1959-60  were : 

1.   Number  of  firms. --The  greater  the  number  of  buyers  and  their  diversi- 
fication by  type  within  a  market,  the  greater  the  opportunity  for  stability 
of  trading  activity  and  for  a  balance  of  market  interests. 


10/  The  authority  and  responsibility  of  the  Department  (Agricultural 
Marketing  Service,  Cotton  Division)  with  regard  to  cotton  quotations  and  quo- 
tations committees  was  clarified  by  amendment  effective  November  6,  1961,  of 
regulations,  Sections  27.96  through  27.98  (see  appendix,  page  60) . 

11/  Ratings  based  on  the  existence  of  a  cotton  exchange  and  interest  of  a 
market  in  designation  were  not  covered  in  1959-60. 

12/  Factors  measured  in  1951-52  such  as  proportions  of  cotton  actually 
physically  entering  the  markets  before  sale,  market  outlets  and  storage  ca- 
pacity, and  extent  of  trading  on  official  grade  and  staple  designations  were 
not  used  because  of  the  effect  of  the  1959-60  marketing  programs. 
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2.   Volume  of  trading. --This  is  the  most  commonly  used  guide  for  ranking 
markets  as  to  size  and  importance.   The  larger  the  volume,  the  greater  the 
amount  of  price  information  that  is  generated. 

3-   Distribution  of  trading  during  the  season. --In  some  markets,  trading 
starts  and  stops  with  the  ginning  period.   In  others,  business  also  peaks 
sharply  "but  some  activity  also  goes  on  over  most  of  the  season.  Markets  with 
long  periods  of  inactivity  often  report  either  nominal  quotations  or  follow 
some  busier  market. 

k.      Origin  of  cotton. --Each  market  is  committed  by  agreement  to  empha- 
sizing local  cotton  in  its  quotations.  Yet  a  market  also  handling  some  cotton 
from  other  areas  has  an  advantage  over  one  serving  only  the  immediate  territory. 
Wide  geographic  coverage  gives  first-hand  knowledge  on  cotton  values  elsewhere. 

5.  Quantity  of  cotton  produced  within  a  100 -mile  radius  of  the  market. -- 
Markets  located  in  concentrated  areas  of  production  may  have  advantages  for 
quotation  purposes  over  those  with  meager  local  sources  of  supply.   At  markets 
in  heavy  producing  areas,  much  cotton  often  moves  physically  into  the  market 
for  sale  thereby  providing  requisite  information  on  buyer's  first  landed  costs 
for  mixed  quality  lots  of  uncompressed  cotton.   Also,  results  of  heavy  trading 
in  nearby  smaller  markets  may  be  translated  more  readily  into  within -the  - 
market  values. 

6.  Qualities  of  cotton  handled. --With  each  market  required  to  quote 
several  hundred  qualities,  those  handling  a  relatively  narrow  range  are  at  a 
distinct  disadvantage.   This  was  a  problem  at  several  markets  in  1951-52. 


Conditions  During  Seasons  Studied 

Marketing  conditions  differed  greatly  between  the  two  seasons  for  which 
some  comparisons  will  be  made.   In  1951-52,  the  Korean  Emergency  had  forced  a 
ceiling  on  cotton  prices  and  quotas  on  cotton  exports.   The  season  started 
with  a  carryover  of  only  about  2,300,000  bales.   With  no  restrictions  on  acre- 
age, a  crop  of  about  15,000,000  bales  was  harvested.   Domestic  consumption  for 
the  season  was  about  9,200,000  bales  and  approximately  5,000,000  bales  were 
exported.   The  Government  price  support  program  was  not  widely  used.   Growers 
received  loans  on  about  1,100,000  bales  but  redeemed  most  of  this  volume  before 
the  close  of  the  season.   Cotton  generally  moved  freely  into  trade  channels  di- 
rectly from  growers  along  usual  lines,  thereby  utilizing  the  services  of  tradi- 
tional types  of  cotton  firms . 

In  following  years,  cotton  surpluses  became  burdensome  and  acreage  restric- 
tions were  reimposed.   In  some  seasons  much  of  the  crop  went  directly  from 
growers  into  Government  stocks.   The  sizable  volumes  of  cotton  bypassing  the 
usual  early  stages  of  marketing  had  a  particularly  adverse  effect  on  firms  pro- 
viding services  at  that  level. 

The  1959-60  season  was  the  first  year  of  a  new  2 -year  program  which  in- 
creased the  role  of  the  Government  in  the  marketing  of  cotton.   Under  this  pro- 
gram, generally  known  as  the  Choice  A  and  Choice  B  Program,  growers  were  given 
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a  choice  of  price  support  and  acreage  plans.   Nearly  all  cotton  produced  by- 
Choice  A  growers  was  sold  to  the  CCC  and  Choice  B  growers  sold  almost  exclu- 
sively to  the  trade . 

The  1959-60  season  started  with  a  carryover  of  about  8,900*000  bales  of 
which  two-thirds  was  in  Government  stocks.   G-innings  in  1959-60  totaled 
l]+,  504,000  bales.   Domestic  consumption  for  the  season  was  about  9*000,000 
bales.   Exports  reached  approximately  7*200,000  bales,  the  second  highest  num- 
ber since  1933-34.   In  spite  of  this  large  disappearance  of  cotton,  the  great- 
est since  1926-27,  many  cotton  firms  had  difficulty  in  doing  business  under 
the  new  program.   Of  the  cotton  entering  trade  channels,  the  CCC  was  the  major 
source  of  supply.   Local  resales  ("CN-A")  of  Choice  A  cotton  accounted  for 
about  6,200,000  bales.   "Catalog"  sales  by  the  CCC  office  at  New  Orleans  to- 
taled approximately  4,100,000  bales,  most  of  which  was  cotton  of  1958-59  or 
earlier  crops . 

RELATIVE  SUITABILITY  OF  MARKETS  FOR  QUOTATIONS 

Location  and  Facilities 

All  Ik  markets  are  in  important  cities.  Atlanta,  Dallas,  Houston, 
Memphis,  and  New  Orleans  are  major  centers  of  population  in  the  Cotton  Belt. 
In  terms  of  land  and  farming  practices,  the  Belt  has  four  regions:  Southeast, 
South  Central,  Southwest,  and  West.  Five  of  the  designated  markets  are  in  the 
Southeast  where  cotton  production  has  been  decreasing  and  mill  consumption  has 
been  increasing.  The  South  Central  and  Southwest  have  four  markets  each.  The 
West,  a  region  of  expanding  production,  has  one  market. 

The  Southeast  ginned  about  19  percent  of  the  U.  S.  crop  during  the  period 
19^+9-50  to  1951-52  compared  with  17  percent  in  the  West.   More  recently, 
1957-58  to  1959-60,  the  Southeast  produced  only  13  percent  of  the  total  against 
about  2k   percent  in  the  West.   During  this  interval,  proportions  of  the  crop 
grown  in  the  South  Central  States  and  the  Southwest  changed  only  slightly. 

Among  the  Ik   markets,  four  are  seaports — Charleston,  Galveston,  Houston, 
and  New  Orleans.   Charleston  now  exports  little  cotton  but  the  other  three  to- 
gether shipped  out  about  two -thirds  of  all  1959-60  exports  of  cotton. 


Each  market  has  large  public  cotton  storage  facilities 
warehousing  capacities  at  the  close  of  1959-60  were: 


Estimated  cotton 


Market 

Atlanta 
Augusta 
Charleston 
Greenville 
Montgomery 
Greenwood 
Little  Rock 
Memphi  s 


Bales 

157,000 
550,000 
2^7,000 
118,000 
95*000 
i+56,000 
235*000 
,000,000 


Market 

New  Orleans 

Dallas 

Galveston 

Houston 

Lubbock 

Fresno 

All  markets 


Bales 

767,000 
152,500 
1,250,000 
830,000 
777,500 
705,000 

7*3^0,700 
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The  aggregate  capacity  of  about  7,3^1,000  bales  was  equal  to  about  one-half  of 
total  U.  S.  production  in  1959-60.   Public  storage  space  at  these  Ik   markets  in 
1959-60  was  about  400,000  bales  greater  than  in  1951-52.   Galveston,  Houston, 
Memphis,  and  New  Orleans  long  have  been  strategic  storage  and  "concentration" 
centers.   Augusta,  Lubbock,  Fresno,  and  Greenwood  are  major  interior  local 
storage  points.   Few  southeastern  markets  require  large-scale  public  storage 
space  because  much  cotton  entering  the  region  goes  directly  to  private  mill 
warehouses.   Dallas,  the  one  big  market  with  relatively  small  storage  capacity, 
traditionally  has  specialized  in  exports  with  firms  concentrating  much  cotton 
at  Houston  and  Galveston  for  economy. 

Each  market  long  has  been  served  by  at  least  one  compress .   Together  the 
14  markets  in  1959-60  had  55  compresses  or  nearly  one -fifth  of  all  those  in 
operation  throughout  the  Belt.   Five  or  more  compresses  were  in  operation  in 
each  of  six  markets --Fresno,  Galveston,  Houston,  Lubbock,  Memphis,  and  New 
Orleans . 

At  most  markets,  cotton  firms  are  located  in  a  concentrated  area  with 
offices  either  in  the  cotton  exchange  building  or  close  by.   Chief  exceptions 
are  Fresno  and  Greenville  where  cotton  offices  are  scattered  widely.   All  ex- 
changes in  designated  markets  are  spot  exchanges  except  the  New  Orleans  Cotton 
Exchange.   At  New  Orleans,  the  major  role  of  the  exchange  is  the  operation  of 
trading  in  futures  contracts,  but  a  spot  quotations  committee  is  maintained. 


Measures  of  Market  Operations  and  Trading 

Many  factors  influence  the  volume,  nature,  and  range  of  price  information 
generated  in  a  market.   Six  measures,  as  previously  enumerated,  were  selected 
as  bases  for  comparisons  among  markets  during  1959-60 •   Markets  were  ranked 
from  1  to  ik   for  each  measure . 


Number  of  Firms 

A  total  of  lj-10  firms  in  the  Ik   markets  were  active  in  1959-60  (table  l)  . 
Firms  as  used  here  represented  the  number  of  resident  offices  in  a  market  or 
what  might  be  called  operating  units.   For  example,  a  shipper  in  Dallas  with 
buying  offices  in  Lubbock  and  Fresno  and  a  sales  office  in  Atlanta  was  counted 
as  a  firm  in  each  market  concerned.   This  method  of  recording  also  was  used  in 
1951-52.   In  1959-60,  firms  were  excluded  that  acted  solely  as  purchase  or 
sales  agents  under  the  Choice  A  program. 

In  1951-52,  the  Ik   markets  had  523  firms,  or  113  more  than  in  1959-60. 
The  number  of  firms  decreased  in  12  markets,  remained  unchanged  at  Charleston, 
and  increased  substantially  at  Lubbock.   Memphis  was  the  largest  market  with 
170  firms  in  1951-52  and  131  in  1959-60.   Dallas  was  second  both  times. 
Greenwood,  which  was  in  third  place  in  1951-52,  dropped  to  fifth  place  in 
1959-60,  outranked  by  Lubbock  and  Fresno.   In  1951-52,  3  markets --Charleston, 
Galveston,  and  Montgomery- -had  10  or  fewer  firms.  By  1959-60,  these  3  markets 
had  been  joined  by  New  Orleans  and  Little  Rock.   In  1959-60,  Charleston  and 
Galveston  each  had  only  2  active  firms. 
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Table  1. Number  of  active  spot  cotton  marketing  firms  and  rank,  Ik   designated 

markets,  seasons  1951-52  and  1959-60 


Firms 


Market 


1951-52 


Number 


Southeast : 

Atlanta 

Augusta 

Charleston. . . 
Greenville .  .  . 
Montgomery. . . 

South  Central: 
Greenwood. . . . 
Little  Rock. . 

Memphis 

New  Orleans . . 

Southwest: 

Dallas 

Galveston. . . . 

Houston 

Lubbock 

West: 

Fresno 

All  markets 


37 


523 


1959-60 


Rank 


1951-52    ;    1959-60 


Number 


25 

22 

8 

7 

19 

Ik 

10 

9 

2 

2 

Ik 

Ik 

32 

23 

6 

6 

7 

6 

12 

12 

k6 

33 

3 

5 

12 

10 

11 

10 

170 

131 

1 

1 

19 

6 

9 

11 

8k 

56 

2 

2 

5 

2 

13 

13 

31 

21 

7 

8 

3^ 

k9 

5 

3 

35 


1+10 


In  1959-60,  the  12k   shippers  represented  ahout  30  percent  of  all  firms 
(appendix, tahle  22).   The  86  multitype  firms,  those  operating  in  2  or  more 
capacities,  ranked  second  numerically  followed  "by  66   firms  operating  as 
"brokers.   Branch  offices  of  shippers  numbered  53*   There  were  28  firms  oper- 
ating as  f.o.h.  merchants  and  a  like  number  acting  as  commission  "buyers . 
Mill  buying  agencies  totaled  19.   The  6  offices  of  cotton  cooperative  mar- 
keting associations  formed  the  smallest  group. 

Direct  comparisons  between  1951-52  and  1959-60  were  not  possible  for  all 
types  of  firms.   All  comparable  types  of  firms,  however,  decreased  in  numbers 
except  cooperatives,  which  increased  from  5  to  6  offices.   The  greatest  pro- 
portional loss  was  in  firms  operating  strictly  as  brokers,  which  declined  from 
1^6  to  66. 

Along  with  these  decreases  in  numbers  of  firms,  there  was  no  tendency  for 
any  particular  type  or  types  of  firms  to  be  eliminated  completely.   In  1959-60 
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all  markets  except  Galveston,  Charleston,  and  New  Orleans  had  4  or  more  dif- 
ferent types  of  firms.   Several  markets  with  a  modest  number  of  firms  had  a 
wide  variety.   In  Little  Rock,  the  10  firms  provided  4  types  of  activity   The 
14  firms  in  Augusta  were  in  5  different  categories. 

Volume  of  Trading 

In  both  1951-52  and  1959-60,  markets  were  rated  by  volume  transactions 
as  developed  by  the  survey.   This  measure  credited  each  market  with  all  bales 
either  bought  or  sold  by  all  resident  firms.   For  principals,  such  as  shippers 
and  merchants,  each  bale  was  counted  at  time  of  purchase  and  again  when  sold. 

Transactions  at  the  14  markets  totaled  about  36,217,000  bales  in  1959-60 
and  38,767,000  bales  in  1951-52  (table  2).   In  1959-60  disappearance  of  cotton 
was  approximately  2,000,000  bales  greater  but  total  transactions  were  smaller 
by  about  2,600,000  bales.   Fewer  transactions  at  an  increased  rate  of  marketing 
reflected  the  outright  CCC  purchases  from  growers  under  the  Choice  A  program 
as  contrasted  with  open  market  operations  in  the  earlier  season. 

At  the  time  of  both  studies,  Memphis  had  the  largest  volume  with  Dallas 
second,  Houston  third,  and  Charleston  last.   All  other  markets,  however,  shifted 
position  somewhat  between  the  two  studies.  Major  changes  were  the  gains  in 
rank  made  at  Galveston  and  Lubbock  and  the  losses  at  Atlanta,  Little  Rock,  and 
New  Orleans.   Eight  markets  each  recorded  transactions  in  excess  of  1,000,000 
bales  in  1959-60.   The  same  8  markets  also  had  transactions  of  this  magnitude 
in  1951-52  plus  New  Orleans  which  lost  volume  and  position  heavily  during  this 
period.   In  1959-60,  the  14  markets  varied  widely  in  size;  the  8  largest  mar- 
kets accounted  for  slightly  more  than  9h   percent  of  the  transactions. 

The  purchases  officially  reported  by  the  exchanges  are  the  only  regularly 
published  data  on  volumes  at  the  14  markets.  13/  As  such,  these  figures  are 
widely  used  in  gaging  the  markets  as  to  size  and  importance.   These  purchases, 
however,  fail  to  reflect  fully  the  activities  of  sellers  such  as  brokers  and 
branch  sales  offices  of  shippers.   Use  of  the  reported  purchases,  therefore, 
can  be  misleading  in  judging  the  full  breadth  and  volume  of  price  information 
developed  at  some  markets .   For  this  reason,  purchases  were  not  used  either  in 
1951-52  or  1959-60  in  appraising  the  markets.   During  1959-60,  Memphis  was 
overwhelmingly  the  largest  market  in  purchases,  Dallas  was  second,  and 
Charleston  was  the  smallest,  just  as  in  volume  of  transactions  (appendix, 
table23).   Further  substitution,  however,  of  purchases  for  transactions  as  ob- 
tained for  survey  purposes  would  cause  considerable  reshuffling  of  rank.   The 
most  startling  situation  was  at  Atlanta.   Purchases  reported  for  Atlanta  for 
1959-60  totaled  141,266  bales,  while  transactions  were  about  1,397,000  bales. 
Other  markets  that  would  have  lost  ground  in  terms  of  purchases  instead  of 
transactions  included  New  Orleans  and  Lubbock  while  relative  gains  would  have 
been  registered  especially  by  Fresno  and  Montgomery. 


13/ Procedures  followed  in  reporting  purchases  were  described  on  page  5 
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Table  2. --Transactions  In  upland  cotton  in  the  ik   designated  markets,  and  rank 

of  markets,  seasons  1951-52  and  1959-60 


Region  and 
designated  market 


Transactions 


1951-52 


1959-60 


Rank 


1951-52  ,  1959-60 


Southeast : 
Atlanta. . . . 
Augusta. . . . 
Charleston. 
Greenville. 
Montgomery. 
Region. . . 

South  Central 
Greenwood . . 
Little  Rock 
Memphis. . . . 
New  Orleans 
Region. . . 

Southwest: 

Dallas 

Galveston. . 

Houston. . . . 

Lubbock. . . . 

Region. . . 

West: 

Fresno 

All  markets . . 


1,000  hales 

1,000  hales 

2,67^ 

1,397 

5 

390 

261     : 

13 

37 

38 

:   Ik 

l,78lt 

1,801 

1 

387 

511 

11 

5,283 

4,008 

1,283 

1,010 

9 

kkl 

209 

10 

12,917 

Ik, 777 

1 

1,765 

1/  4ll 

8 

16,406 

16,407 

Q,kl6 

6,215     : 

2 

365 

575 

12 

3,^6 

3,  kkG           : 

3 

2,1^3. 

3,373 

6 

1^,366 

13,609 

2,721 

2,193 

k 

38,767 


36,217 


7 
12 
Ik 

6 
10 


8 

13 
1 

11 


2 
9 
3 

k 


l/  Includes  estimate  for  one  large  nonrespondent 


Trading  Activity  During  the  Season 

Activity  in  cotton  marketing  reaches  a  peak  during  the  several  months  of 
harvest.   At  all  markets  in  1959-60,  proportions  of  total  business  done  during 
the  busiest  one -half  of  the  season  ranged  from  nearly  100  percent  to  about  70 
(table  3) •   Early  season  activity  might  have  been  relatively  greater  than  usual 
in  some  markets  because  of  sizable  first  quarter  purchases  by  the  trade  from 
CCC  catalogs . 

Marketing  was  spread  more  evenly  in  1959-60  at  Atlanta,  Augusta,  and 
Greenville  than  at  other  markets.   These  3  markets  also  had  the  most  uniform 
distributions  of  trading  during  1951-52.   These  markets,  specializing  in  mill 
accounts,  do  some  business  throughout  the  season. 
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Table  3- -Percentage  of  cotton  transactions  in  each  quarter  of  1959-60  in  lU  de 
ignated  markets,  and  rank  of  markets  by  evenness  of  activity  in  2  seasons 


s- 


Market 


Southeast: 
Atlanta. . . 
Augusta. . . 
Charleston 
Greenville 
Montgomery 

South  Central 
Greenwood. . 
Little  Rock 
Memphis. . . . 
New  Orleans 


Southwest: 
Dallas 
Galveston, 
Houston. .  . 
Lubbock. .  ■ 


West: 
Fresno 


All 
markets 


Aug.- 
Oct. 


27.4 
22.8 

89-5 
25.6 
&.  9 


37-1 
58.3 

37-8 
kk.8 


39-9 
1+9.1 

V?.l 
19.3 


16.7 


3^.7 


1959-60 


Nov. 
Jan. 


Feb. 
Apr. 


May- 
July 


All 
quarters 


Percent   Percent   Percent   Percent   Percent 


39-7 

37-8 
10.0 

45.7 
26.9 


5*+. 2 

38.1 

1*6.1* 

1+1.2 


1*1*. 0 
1*9.1 
1*0.8 

62.9 


75-0 


1*8.1* 


20.3 

29.7 

•  5 

21.5 

5-4 


6.9 

3.6 
12.3 
13.1* 


13.8 

1.8 

13.0 

17-5 


7-7 


13.7 


12.6 
9.7 

1/ 

7.2 

2.8 


1.8 

y 

3.5 

.6 


2.3 

1/ 

1.1 

•  3 


.6 


3.2 


100.0 
100.0 
100.0 
100.0 
100.0 


100.0 
100.0 
100.0 
100.0 


100.0 
100.0 
100.0 
100.0 


100.0 


100.0 


Rank 


1951- 
52 


2 

J 

11* 

3 

12 


8 
10 

5 

9 


11 

7 
1+ 

13 


1959- 
60 


1 

2 
11* 

3 
11 


10 
12 

7 
9 


6 

13 
8 
1+ 


1/  Less  than  0.05  percent 


At  Charleston,  Galveston,  Little  Rock,  Montgomery,  and  Greenwood  volumes 
were  concentrated  heavily  in  the  first  6  months  of  1959-60.   This  was  also  true 
at  Charleston,  Little  Rock,  and  Montgomery  in  1951-52.   Galveston,  however,  had 
a  much  more  even  distribution  of  trading  in  the  earlier  than  the  later  season. 

In  1959-60,  the  larger  markets --Memphis,  Dallas,  Houston,  Lubbock,  and 
Fresno --occupied  a  middle  position  in  the  seasonal  scatter  of  trading.   Dallas 
and  Lubbock  both  had  appreciably  more  even  seasonal  distribution  in  1959-60  than 
in  1951-52,  while  the  reverse  was  true  at  Houston  and  to  a  lesser  extent  at 
Memphi  s . 
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Origin  of  Cotton 

Most  markets  drew  cotton  from  greater  distances  in  1959-60  than  in  1951-52. 
In  1959-60 ;  25  percent  of  volume  for  the  Ik   markets  originated  from  distances 
in  excess  of  500  miles  as  compared  with  19  percent  in  1951-52  (table  k) .   This 
trend  was  influenced  by  factors  such  as  ease  of  buying  cotton  of  distant  origin 
from  CCC  catalogs,  the  more  centralized  operations  of  some  shippers,  direct 
mill  buying,  and  decreases  in  cotton  production  adjacent  to  some  markets. 

In  both  seasons,  Greenwood,  Little  Rock,  Lubbock,  and  Fresno  got  from 
about  Qk   percent  to  almost  100  percent  of -their  cotton  from  within  200  miles. 
At  the  other  extreme,  70  percent  or  more  of  the  cotton  handled  at  Greenville 
and  New  Orleans  during  1959-60  was  from  distances  greater  than  500  miles,  siz- 
able increases  in  both  markets  over  1951-52.   Atlanta,  Augusta,  Montgomery, 
and  Galveston  were  in  an  inbetween  position  in  1959-60  with  from  about  one- 
fourth  to  one -half  of  the  cotton  coming  from  more  than  500  miles. 

The  desirable  situation  for  quoting  prices  would  be  for  each  market  to 
handle  some  cotton  from  each  region  with  proportions  decreasing  with  increases 
in  distance.   Such  a  distribution  would  place  emphasis  on  immediate  territory 
cotton,  yet  provide  a  knowledge  of  Beltwide  conditions.   No  attempt,  however, 
was  made  to  formulate  an  ideal  situation,  since  cotton  does  not  grow  or  move 
according  to  theoretical  plan.   Instead,  individual  markets  were  rated  ac- 
cording to  how  closely  they  fitted  the  average  distribution  for  all  1^4-  markets 
as  a  group.   On  this  basis,  Memphis,  Charleston,  Montgomery,  and  Dallas  had 
the  better  distributions  of  cotton  by  origin,  and  markets  with  poorer  rankings 
were  New  Orleans,  Greenwood,  Houston,  and  Greenville.   At  Augusta,  Charleston, 
New  Orleans,  and  Galveston  in  particular,  firms  were  going  much  greater  dis- 
tances for  cotton  in  1959-60  than  1951-52.   Atlanta,  Memphis,  and  Montgomery 
conformed  more  closely  to  the  overall  average  in  1951-52  than  other  markets, 
and  Charleston,  Lubbock,  and  Greenwood  had  the  less  typical  distributions  by 
origin. 

Although  not  used  as  a  basis  for  ranking  the  markets,  shifts  in  terms  of 
regional  origin  of  cotton  also  merit  attention.   In  1951-52,  most  cotton 
handled  at  southeastern  markets  was  grown  in  the  Southeast  (appendix,  table  2k). 
In  1959-60,  more  than  one -half  of  the  volume  at  Augusta,  about  two -thirds  at 
Atlanta,  and  over  four -fifths  at  Greenville  originated  outside  the  Southeast. 
These  three  markets,  although  popularly  considered  as  representing  the  South- 
east, now  are  largely  price  sources  for  cotton  from  other  regions.   Relative 
volumes  of  outside  growths  increased  at  Charleston  and  Montgomery  but  south- 
eastern cotton  was  still  in  the  majority. 

From  three -fifths  up  to  nearly  all  cotton  at  markets  in  other  regions 
was  from  the  local  region.   Between  1951-52  and  1959-60,  New  Orleans,  Memphis, 
and  Lubbock  had  some  increases  in  outside  cotton  while  the  reverse  was  true 
at  Dallas  and  Houston.   Elsewhere  the  situation  was  stable. 
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Cotton  Production  Within  100 -mile  Radius 

Supplies  of  local  cotton  available  to  designated  markets  at  the  time  of 
each  study  were  measured  in  terms  of  average  quantities  of  cotton  produced  with- 
in a  100-mile  radius  of  each  market  during  ^,-yea.T   periods.   Each  3-year  period 
included  a  season  of  study  and  the  two  preceding  seasons. 

Memphis,  at  the  time  of  "both  studies,  was  surrounded  "by  greater  concen- 
trations of  production  than  other  markets.   Duringt 19^9-50  to  1951-52,  ahout 
2,200,000  hales  were  produced  seasonally  within  a  100-mile  radius  of  Memphis. 
The  comparahle  figure  for  1957-58  to  1959-60  was  1,98^-, 000  hales  (table  5). 
In  the  latter  period,  production  surrounding  the  Lubbock  market  was  almost  as 
large  as  production  around  Memphis.   During  both  study  periods  k   markets- 
Memphis,  Lubbock,  Fresno,  and  Greenwood --enjoyed  large  concentrations  of  near- 
by cotton.   At  the  other  extreme,  New  Orleans  and  Galveston  had  little  closeby 
cotton  production  in  either  season.   Port  markets  obviously  have  a  geographical 
disadvantage  in  this  regard. 

Beltwide  production  was  at  a  higher  level  during  19^-9-50  to  1951-52  than 
in  1957-58  to  1959-^0'   Comparisons,  therefore,  among  markets  are  more  meaning- 
ful when  based  on  proportions  of  the  average  crop  grown  within  a  radius  of  100 
miles  around  each  market.   Only  Lubbock  and  Fresno  had  greater  proportions  of 
the  crop  in  their  immediate  market  territories  in  the  recent  period  than  in 
the  earlier  period.   These  increases  were  relatively  large.   There  was  little 
or  no  change  between  the  two  seasons  for  Galveston,  Memphis,  and  Houston.   For 
all  other  markets,  closeby  production  had  declined  although  decreases  at 
Greenwood  and  Little  Rock  were  smaller  than  at  the  remaining  markets.   The  6 
markets  with  the  largest  proportions  of  total  production  in  their  territories 
during  the  1957-58  to  1959-60  period  were  Memphis,  Lubbock,  Fresno,  Greenwood, 
Little  Rock,  and  Dallas;  proportions  ranged  from  about  16" percent  at  Memphis  and 
Lubbock  to  3  percent  at  Dallas.   All  other  markets  accounted  for  2.5  percent 
or  less  of  the  crop.   Cotton  production  was  practically  nonexistent  close  to 
New  Orleans,  causing  it  to  rank  last,  and  Charleston,  Atlanta,  Greenville,  and 
Galveston  also  ranked  tenth  or  lower. 


Qualities  of  Cotton  Handled 

The  average  crop  at  the  time  of  the  earlier  study  included  larger  propor- 
tions of  both  higher  white  grades  and  shorter  staples  than  during  the  later 
period.   Proportions  of  cotton  grading  Strict  Middling  White  and  better  dropped 
from  18  percent  down  to  9  percent  between  the  two  periods  (appendix,  table  25) . 
About  l6  percent  of  the  crop  was  shorter  than  15/l6  inch  in  the  earlier  period 
as  against  6  percent  in  the  later  period. 

Cotton  moving  through  trade  channels  during  1959-60,  however,  was  not 
representative  of  the  crop  as  a  whole.   Purchases  of  white  cotton  Strict  Low 
Middling  and  below  were  heavy  and  sales  of  colored  grades  from  Government 
stocks  were  relatively  large.   Individual  markets,  therefore,  were  ranked  as 
to  how  well  relative  volumes  both  by  grade  and  by  staple  matched  those  handled 
by  the  entire  group.   Composite  rankings  for  quality  were  then  made. 
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Table  5. -Cotton  produced  within  100-mile  radius  of  lk   designated  markets  per- 
centage of  total  crop  grown  this  close  to  each  market,  and  rank  ^markets 
averages  19^9-50  to  1951-52  and  1957-58  to  1959-60  ' 


Market 


Southeast : 
Atlanta. . . 
Augusta . . . 
Charleston 
Greenville 
Montgomery 

South  Central 
Greenwood. . 
Little  Rock 
Memphis .... 
New  Orleans 


Southwest: 
Dallas 
Galveston. 
Houston. . . 
Lubbock. . . 


West : 
Fresno. 


Total  Belt. 


Average  seasonal 
production 
100 -mile  radius 
1957-58 


"1949-50 

to 
1951-52 


to 
1959-60 


Percent  of 
U.  S.  crop  1/ 


1949-50 

to 
1951-52 


1957-58^ 

to 
1959-60 


Rank 


19^9-50 

to 
1951-52 


1957-58 

to 
1959-60 


1,000 

bales 

397 

660 
288 
382 
335 


1,5^5 
766 

2,177 
67 


6I+5 

156 

284 

1^83 


1,040 

13,589 


1,000 
bales 

189 
309 
207 

159 
217 


1,214 
568 

1,984 
22 


370 
136 

1,935 


1,308 
12,275 


Percent 

2.9 
4.9 
2.1 
2.8 
2.5 


11.4 

5.6 

16.0 

0.5 


4.7 

1.1 

2.1 
10.9 


Percent 

1.5 
2.5 
1-7 
1-3 
1.8 


9.9 

4.6 

16.2 

0.2 


3.0 
1.1 

1.9 
15.8 


8 

6 
12 

9 
10 


2 

5 

1 

14 


7 

13 
11 

3 


11 

7 
10 

12 


4 
5 

]. 
14 


6 

13 
8 

2 


7.7 


10.7 


1/  Market  totals  shown  as  percentages  of  U.  S.  total. 


Grade . --According  to  grades  actually  handled  within  the  markets  in 
1959-60,  Greenville,  Little  Rock,  Galveston,  and  Fresno  marketed  unusually 
large  proportions  of  Strict  Middling  White  and  higher  (table  6) .   Except  for 
Lubbock  and  New  Orleans,  all  markets  had  sizable  percentages  of  Middling. 
Strict  Low  Middling  appeared  in  all  markets  in  appreciable  quantities,  and 
about  one-third  of  the  total  volume  for  all  markets  was  of  this  grade.   Lubbock 
was  the  major  handler  of  white  grades,  Low  Middling  and  below. 

New  Orleans,  Dallas,  Houston,  and  Lubbock  accounted  for  38  percent  of  the 
total  volume  for  the  14  markets  but  marketed  70  percent  of  the  Spotted  cotton. 
Atlanta  had  much  higher  proportions  of  spotted  grades  than  any  other  market  in 
the  Southeast.   At  Fresno,  spotted  cotton  was  almost  nonexistent. 
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Atlanta,  Charleston,  and  Little  Rock  marketed  large  amounts  of  Gray  cotton, 
whereas  Augusta,  Greenville,  Montgomery,  Galveston,  Lubbock,  and  Fresno  had 
small  amounts.   Ninty-nine  percent  of  Tinges  and  Stains  were  at  six  markets-- 
Atlanta,  Dallas,  Galveston,  Houston,  Lubbock,  and  Memphis.   Several  markets 
reported  no  Tinged  or  Stained  cotton. 

When  markets  were  compared  as  to  how  closely  grades  handled  fitted  the 
grade  pattern  in  all  markets,  they  ranked  as  follows: 


Market 

Rank 

Memphis 

1 

Greenwood 

2 

Montgomery 

3 

Dallas 

k 

Atlanta 

5 

Charleston 

6 

New  Orleans 

7 

Market 


Rank 


Greenville 

8 

Houston 

9 

Little  Rock 

10 

Galveston 

11 

Lubbock 

12 

Augusta 

13 

Fresno 

Ik 

Memphis  ranked  first  in  terms  of  most  nearly  fitting  the  total  grade  pattern. 
Greenwood  ranked  second  and  Montgomery  third.   Fresno  ranked  1^-th  because 
about  72  percent  of  the  volume  was  Middling  White  and  higher  against  about  26 
I  percent  on  the  average.   Grades  handled  at  Augusta,  Lubbock,  and  Galveston 
also  varied  considerably  from  the  l4-market  average. 

Staple . — Cotton  of  13/l6-inch  staple  is  quoted  only  at  the  k   Texas  mar- 
kets,  and  only  a  few  markets  quote  staples  1-1/8  inches  and  longer.  All  mar- 
kets, however,  quote  7/8  inch  through  1-3/32  inches. 

Little  Rock,  Memphis,  Dallas,  Houston,  and  Lubbock  were  the  only  desig- 
nated markets  reporting  purchases  of  13/l6-inch  cotton  (table  7) .   Lubbock  was 
the  principal  handler  of  this  staple. 

Purchases  of  7/8-inck  arL(i  29/32 -inch  cotton  were  concentrated  in  the 
southwestern  markets  and  New  Orleans.   Staples  of  15/l6  inch  and  31/32  inch 
accounted  for  about  two -fifths  to  three -fifths  of  total  volumes  at  all  four 
Texas  markets.   Lubbock,  particularly,  handled  large  proportions  of  these 
lengths.   Cotton  shorter  than  1  inch  was  marketed  in  only  nominal  amounts  at 
Greenwood  and  Fresno  and  in  amounts  much  below  the  1*4- -market  average  at  Little 
Rock  and  Greenville . 

Fresno  was  the  only  market  not  having  substantial  proportions  of  1  inch 
and  1-1/32  inch.   From  two -thirds  to  nearly  three -fourths  of  the  cotton  handled 
at  Augusta,  Montgomery,  and  Charleston  was  1  inch  and  1-1/32  inches. 

The  staples  l-l/l6  and  1-3/32  inches  accounted  for  more  than  two -fifths 
of  all  cotton  moving  through  the  Ik  markets .  At  Fresno  about  91  percent  was 
of  these  two  lengths.  Most  cotton  marketed  at  Greenwood,  Greenville,  Little 
Rock,  and  Memphis  also  was  of  these  staples. 

All  markets  except  Charleston  reported  some  cotton  with  staple  lengths 
1-1/8  inches  and  longer.  Augusta,  Greenville,  and  Little  Rock  handled  the 
largest  percentages  of  these  long  staples. 
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Market  rankings  in  terms  of  conformity  between  staples  actually  handled 
and  the  14-market  average  were: 


Market 

New  Orleans 

Memphis 

Galveston 

Atlanta 

Little  Rock 

Dallas 

Houston 


Rank 

1 
2 

5 

h 

5 
6 

7 


Market 


Rank 


Augusta 

8 

Greenville 

9 

Greenwood 

10 

Montgomery 

11 

Fresno 

12 

Charleston 

13 

Lubbock 

Ik 

Composite  Quality. --Ratings  among  markets  for  comformity  to  both  grade 
and  staple  were  combined  in  a  composite  rank,  as  follows: 


Market 

Memphis 

Dallas 

New  Orleans 

Atlanta 

Galveston 

Little  Rock 

Greenwood 


Rank 

1 
2 

3 
k 

6 
7 


Market 


Rank 


Montgomery 

8 

Houston 

9 

Greenville 

10 

Charleston 

11 

Lubbock 

12 

Fresno 

13 

Augusta 

Ik 

Memphis  was  in  first  place  in  handling  cotton  best  matching  the  l^--market 
average.   Dallas  ranked  second  followed  in  descending  order  by  New  Orleans, 
Atlanta,  and  Galveston.  Markets  with  the  poorer  fits  were  Augusta,  Fresno, 
Lubbock,  and  Charleston.   On  this  score,  some  smaller  markets  such  as  New 
Orleans,  and  Little  Rock  ranked  well  ahead  of  larger  markets  such  as  Fresno, 
Lubbock  and  Houston.   This  resulted  from  attention  to  the  requirement  that  each 
market  must  quote  all  grades  of  cotton.   Actually  Fresno  handled  all  qualities 
found  in  the  important  California  crop.   Lubbock  and  Houston  were  major  sources 
of  prices  for  spotted  cotton  and  staples  shorter  than  1  inch. 


Overall  Rankings  of  Markets 

The  1959-60  individual  ranks  by  markets  for  each  of  the  six  factors  were 
weighted  according  to  the  approximate  scale  used  in  the  1951-52  study  and  com- 
bined to  provide  composite  ranks  among  markets .  Ik/     Ratings  developed  during 


Ik/   Weighting  system  used  for  the  factors  was:   Volume  of  cotton  handled.; 
2.0;  number  of  firms,  and  qualities  of  cotton  handled,  each  1.5;  and  the 
other  three  factors  each  1.0. 
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the  1951-52  study  were  assembled  for  the  same  six  factors  to  provide  a  com- 
parison.  Markets  in  order  of  overall  rank  were: 


Market      1959-60    1951-52      Market   '   1959-60    1951-52 


Memphis 

1 

1 

Greenville 

8 

k 

Dallas 

2 

2 

Montgomery 

9 

11 

Lubbock 

3 

9 

Augusta 

10 

7 

Fresno 

k 

6 

Little  Rock 

11 

12 

Atlanta 

5 

3 

Galveston 

12 

13 

Houston 

6 

5 

New  Orleans 

13 

10 

Greenwood 

7 

8 

Charleston 

Ik 

Ik 

Memphis  was  in  first  position  and  Dallas  in  second  at  the  time  of  both 
studies.   Charleston  was  last  each  time.   Between  these  extremes,  the  most 
marked  change  was  the  rise  of  Lubbock  to  third  place  in  1959-60  as  against 
ninth  in  1951-52. 

Among  southeastern  markets,  only  Montgomery  improved  its  position  in 
1959-60  over  that  in  1951-52.   Charleston  remained  in  last  place.   Greenville 
experienced  the  most  drastic  drop  in  ranking  of  any  market,  from  fourth  to 
eighth  place.   Augusta  moved  down  three  places.   Atlanta,  the  highest  ranking 
southeastern  market,  was  in  fifth  place  against  third  in  1951-52. 

Except  for  Memphis  in  top  place,  other  South  Central  markets  were  seventh 
or  lower  in  1959-60.   Greenwood  and  Little  Rock  moved  up  one  position  but  New 
Orleans  declined  to  13th  place  as  against  10th  in  the  earlier  season. 

Three  southwestern  markets  were  among  the  higher  six  in  1959-60  with 
Dallas  in  second  place,  Lubbock  third,  and  Houston  sixth.   Galveston,  however, 
was  well  down  the  list  in  12th  place. 

Fresno,  the  only  market  in  the  West,  ranked  fourth  in  1959-60.   This  was 
an  advance  of  two  positions  above  that  in  1951-52. 

These  rankings  were  not  intended  to  measure,  nor  could  they  measure  var- 
ations  in  degrees  of  accuracy  of  quotations  among  markets.   Instead,  they  in- 
dicate the  relative  physical  equipment  and  economic  environment  for  quoting 
cotton.   Conditions  at  Memphis  were  most  favorable  for  an  accurate  job  by  that 
committee.   They  were  least  favorable  at  Charleston.   Ratings,  therefore,  were 
not  reflections  on  the  committees  but  weremeasures  of  the  relative  difficulty 
of  tasks  faced  by  each  in  quoting  cotton. 

The  attempt  to  assign  statistical  dimensions  to  the  markets  in  order  to 
compare  them  had  to  stress  measurable  factors  such  as  volume  and  quality. 
Although  this  was  good  theory,  intangibles  did  exist  that  could  not  be  put  on 
paper  and  analyzed.   These  included  the  firms'  interest  in  the  quotations  and 
their  desire  to  quote  cotton  in  line  with  going  prices. 
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As  a  result  of  findings  in  the  1951-52  study,  one  recommendation  was  that 
Charleston  Galveston,  Little  Rock,  and  Montgomery  he  discontinued  as  desig- 
nated markets.   Because  of  certain  practical  considerations,  these  four  were 
retained  and  Fresno,  Greenville,  Greenwood,  and  Luhhock  were  added.   At  the 
time  this  was  done,  halance  was  benefited  greatly.   Since  then,  some  of  the 
then  big  markets  have  grown  bigger  and  certain  small  markets  have  declined 
further.   By  1959-60,  disparity  among  markets,  both  geographically  and  in 
terms  of  relative  suitability,  had  become  increasingly  evident. 


MARKETING  ACTIVITIES  OF  FIRMS 

The  vitality  of  the  quotations  service  depends  in  part  on  the  marketing 
activities  of  the  firms  operating  in  the  designated  markets.   Considerable 
differences  exist  in  marketing  roles  performed  by  firms  according  to  type. 
Sources  of  cotton,  services  performed,  and  risks  assumed  by  firms  of  a  partio 
ular  type  influence  the  scope  and  availability  of  price  information  from  such 
firms. 

Practically  all  markets  have  fewer  firms  than  several  years  ago.   Rate 
of  decrease,  however,  has  been  greater  among  some  types  of  firms  than  others. 


General  Characteristics  of  Cotton  Firms 

Most  cotton  firms,  regardless  of  type,  have  some  common  features.   Firms 
normally  handle  no  other  commodity.   Few  are  allied  with  any  other  business, 
although  several  engage  in  cotton  production,  ginning,  warehousing,  and  cotton- 
seed processing.   Merger  of  two  cotton  firms  or  the  acquisition  of  other  firms 
by  a  large  firm  is  almost  unknown. 

A  dozen  firms,  all  shippers,  handle  a  sizable  part  of  each  crop.   This, 
however,  is  not  altogether  a  static  bigness.   Some  now  are  not  relatively  as 
large  as  formerly  and  others  have  taken  their  place  among  the  leaders.   The 
113  firms  disappearing  from  the  Ik   markets  between  1951-52  and  1959-60  were 
chiefly  small  volume  firms.   Included,  however,  were  some  major  offices  closed 
by  large  firms  and  the  voluntary  withdrawal  of  several  sizable  firms  because 
of  poor  future  prospects.   Probably  the  best  key  to  the  dynamic  nature  of 
the  cotton  trade  even  in  the  face  of  restricted  business  is  the  continuing 
entry  of  new  firms.   As  some  exit,  others  in  lesser  numbers  are  making  a 
start . 

In  cotton,  no  automatic  profit  exists  just  by  being  on  the  path  between 
grower  and  mill.   It  is  a  highly  competitive  business. 
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Cotton  Firms  By  Type 

Volumes  used  in  this  section  were  those  reported  "by  each  firm  during  the 
course  of  the  survey  as  being  marketed  or  handled.  15/  During  1959-60,  firms 
in  the  Ik   markets  reported  volumes  totaling  22,236,8E>1+  bales  as  follows: 


Market 

Atlanta 

Augusta 

Charleston 

Greenville 

Montgomery 

Greenwood 

Little  Rock 


Bales 

1,11+5,500 

21+1,760 
19,000 

1,738,793 
267,500 
81+7,  821 
177,850 


Market 

Memphis 
New  Orleans 
Dallas 
Galveston 
Houston 
Lubbock 
Fresno 
Total 


Bales 

8,281+,  668 
283,206* 

3, 1+58,825 
287,500 

1,859,695 

2,01+7,73^ 

1,577,032 

22,236,884 


(■^Includes  estimate  for  one  large  firm. ) 


Rank  of  individual  markets  would  have  differed  little,  if  any,  whether  in 
terms  of  transactions  or  bales  marketed.  Memphis  was  by  far  the  largest  market 
and  Charleston  the  smallest.  In  comparing  types  of  firms,  however,  it  was  es- 
sential to  use  bales  marketed  or  handled  since  practices  and  procedures  and 
relative  volumes  were  involved  and  not  solely  the  generation  of  price  informa- 
tion. Cotton  cooperatives  were  included  with  their  corresponding  type  of  pri- 
vate trade  operation. 


Shippers 

The  marketing  process  is  built  around  shippers.   These  firms  normally  buy 
cotton  in  lots  of  mixed  qualities  as  close  to  points  of  origin  and  as  soon 
after  cotton  enters  marketing  channels  as  practicable.   Bales  then  are  concen- 
trated as  necessary  at  strategic  locations  affording  economical  storage  and 
ready  distribution.   After  cotton  is  assembled  into  lots  of  "even  running  - 
quality,"  it  is  ready  for  sale  under  terms  suitable  to  the  needs  of  mills.   In 
selling,  shippers  arrange  for  and  pay  the  cost  of  transportation.   The  bulk  of 
the  costs  and  risks  of  marketing  services,  are  assumed  by  shippers.   These  ser- 
vices include  assembly,  classification,  storage,  price  risks,  selling,  and 
transportation.  Most  other  types  of  firms  function  chiefly  in  aiding  shippers 


15/  In  ranking  markets  as  to  volume,  transactions  were  used  as  the  basis 
Transactions  included  both  the  volume  of  cotton  purchased  and  resold  by  prin- 
cipals (a  shipper  buying  and  reselling  30,000  bales  would  be  credited  with 
60,000  bales  of  transactions).   Trade  practice  would  be  for  this  firm  to  re- 
port handling  a  volume  of  30,000  bales  since  the  marketing  function  of  a 
shipper  is  to  buy  and  resell. 


-21+ ■ 


in  acquiring  or  disposing  of  cotton.   By  regularly  being  in  the  market  to  "buy 
cotton  and  usually  having  cotton  for  sale,  shippers  are  a  major  source  of  price 
information. 

A  total  of  127  firms  operated  exclusively  as  shippers  in  the  Ik   markets 
during  1959-60  (table  8).   These  firms  handled  about  11,500,000  bales  or 
slightly  more  than  one -half  of  the  cotton  reported  by  the  I4-IO  offices  of  cotton 
dealers  in  these  markets. 


Table  8. --Number  of  firms  operating  solely  as  cotton  shippers,  and  volumes 
handled,  1*4-  designated  markets,  season  1959-60 


Market 


Shippers 


Total  volume 
handled 


Average  volume 
per  firm 


:  Firms 

Memphis •  .  :  52 

Dallas :  35 

Houston. :  10 

Fresno :  8 

Lubbock •  • :  7 

New  Orleans :  4 

Other  8  markets : 11_ 

All  markets :  127 


Bales 

5,1+57,004 

2,738,365 

1,537,780 

433,500 

490,359 
123,206 
776,600 


Bales 

104,942 
78,239 

153,778 
5^,185 
70,051 
30,801 
79,360 


11,556,814 


90,998 


Three -fourths  of  the  shippers  were  concentrated  at  Memphis,  Dallas,  and 
Houston.   These  three  markets  accounted  for  84  percent  of  the  cotton  handled 
by  shippers  at  all  Ik   markets.   Eight  markets --the  five  southeastern  markets 
and  Greenwood,  Little  Rock,  and  Galveston- -had  two  or  fewer  shippers  each. 
The  large  volume  handled  by  the  52  shippers  in  Memphis  is  the  principal  reason 
that  Memphis  is  the  leading  spot  market. 

Shippers  handled  about  91,000  bales  per  firm  in  1959-60.   More  than  one- 
third  of  all  shippers,  however,  and  nearly  one-half  of  those  in  Memphis 
handled  25,000  or  fewer  bales  (appendix,  table  26).   At  the  other  extreme,  l4 
percent  of  the  firms  handled  in  excess  of  200,000  bales.   Shippers  at  Dallas 
varied  in  size  much  less  than  firms  in  other  markets. 

In  1959-60,  shippers  bought  about  two -thirds  of  their  cotton  from  the 
CCC;  about  one -third  more  was  obtained  from  local  sales  agents  than  from  New 
Orleans  catalogs  (table  9).   "Interior"  buying,  once  the  predominant  source, 
accounted  for  only  one-fourth  of  total  lanrchases  by  shippers.   Less  than  one- 
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tenth  -was  acquired  from  other  sources,  mainly  from  tables  of  brokers.   Shippers 
as  a  group,  estimated  that  only  26  percent  of  purchases  consisted  of  mixed 
lots. 


Table  9* --Percentage  of  cotton  bought  from  specified  sources  by  shipping  firms 
in  the  Ik   designated  markets,  season  1959-60 


Market 


ccc- 

ccc- 

Interior 

local 

1/ 

sales 

New 

.   (CN-A) 

Orleans  . 

Percent 

Percent 
39 

Percent 

21 

30 

26 

kl 

23 

17 

36 

kl 

5^ 

32 

7 

19 

30 

50 

Brokers ' 
tables 


Other 
2/ 


All 
sources 


Percent   Percent  Percent 


Memphis 

Dallas 

Houston 

Galveston,  Lubbock 

and  Fresno 

Other  8  markets 


9 
k 

3 
3/ 


1      100 

6    ioo 

3      100 


7 
l 


100 
100 


All  markets 


25 


38 


28 


100 


1/  Includes  purchases  from  private  sources  in  other  markets  both  direct  and 
through  branch  buying  offices . 

2/   Included  purchases  from  other  shippers  and  from  miscellaneous  private 
sources  within  the  market. 

3/  Less  than  0.5  percent. 


Shippers  normally  buy  mostly  outside  the  market  in  which  they  are  located. 
In  1959-60  shippers  bought  only  13  percent  of  their  cotton  from  home  markets. 
This  covered  cotton  bought  from  all  sources  including  CN-A  sales  agents  and 
brokers'  tables.  Also,  only  6  percent  of  purchases  was  in  storage  in  their 
market  at  time  of  purchase. 

The  shipping  business  recently  has  undergone  radical  change  with  regard 
to  price  risks.   Formerly,  usual  procedure  was  to  "hedge"  "open"  spot  trans- 
actions by  offsetting  trades  in  futures  contracts.   By  1959-60,  hedging  had 
become  minor,  as  indicated  in  the  following  tabulation: 
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Method  of  risk  transfer 


Proportion  of  purchases 


Hedged  by  futures 

Bought  against  previous  fixed  price  sale 

Immediate  fixed  price  sale 

None  (carried  open) 

Other 


Percent 

90 
1+ 
3 
3 

100 


1959-60 

Percent 

6 

58 
Ik 

21 
1 


100 


In  past  years,  hedging  through  futures  markets  required  that  spot  purchase 
prices  he  based  on  futures  prices.   Shippers  estimated  that  buying  prices  for 
91  percent  of  purchases  in  19^9-50  were  based  on  futures.   In  1959-60,  only  1 
percent  of  purchases  was  geared  strictly  to  futures  prices.   Instead,  prices 
were  based  on  minimum  Government  resale  prices,  landed  mill  prices,  or  local 
competitive  prices.  Many  firms  reported  that  competitive  pressure  in  1959-60 
apparently  caused  a  considerable  and  erratic  scatter  of  prices,  particularly 
during  the  early  season  for  cotton  of  below-average  quality. 

Shippers  divided  sales  almost  equally  between  domestic  and  export  outlets . 
They  sold  4  5  percent  to  southeastern  mills,  3  percent  to  New  England  and  other 
domestic  mills,  and  1  percent  to  other  shippers  (table  10).   Exports  were  51 
percent . 

Table  10. --Percentage  of  cotton  sold  by  shippers  in  the  Ik   designated  markets 

to  specified  outlets,  season  1959-60 


Market 


Domestic  outlets 


South- 
eastern 
mills 


New  England 

and 
other  mills 


Other 
1/ 


Total 


Export 


All 
sales 


Memphis 

Dallas 

Houston 

Galveston,  Lubbock, 

and  Fresno 

Other  8  markets .... 


Percent 

61 
19 
35 

32 
58 


All  markets 


^5 


Percent 

5 
1 

3 


Percent  Percent  Percent  Percent 


1/  Predominantly  to  other  shippers 


67 
22 

39 

36 
58 


±9 


33  100 
78  100 
61    100 


6k 

k2 


51 


100 
100 


100 
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Memphis  shippers  sold  two -thirds  of  their  volume  to  domestic  outlets  as 
compared  with  about  one -fourth  to  two -fifths  at  the  other  large  markets. 
Expressed  another  way,  Memphis  shippers  handled  6k   percent  of  the  total  domes 
tic  business  done  by  all  shippers  in  the  Ik   markets. 

Dallas  led  both  in  volume  and  percentage  of  sales  to  export  markets ,  ac- 
counting for  35  percent  of  exports.   Among  smaller  markets  not  listed  sepa- 
rately, Galveston  and  New  Orleans  did  primarily  an  export  business.   Because  c 
its  huge  volume,  Memphis  ranked  second  in  number  of  bales  sold  for  export,  al- 
though only  about  one -third  of  Memphis  shippers'  sales  went  to  overseas 
customers . 

About  5  percent  of  domestic  sales  by  shippers  were  for  "immediate"  de- 
livery, 2.6   percent  for  "prompt,"  and  69  percent  for  "forward"  delivery.   These 
proportions  closely  paralleled  those  found  in  a  study  made  in  l^k^-kk.      Then  es- 
timates were  5  percent  immediate,  22  percent  prompt,  and  73  percent  forward,  lj 
Despite  greatly  changed  conditions  in  buying,  pricing,  and  risk  taking,  shipper 
have  continued  to  sell  most  cotton  well  in  advance  of  time  of  shipment.   These 
forward  sales  allowed  mills  to  contract  for  cotton  months  ahead.   Exports  sales 
because  of  the  distances  involved,  are  forward  transactions. 

Pricing  terms  used  by  shippers  in  selling  have  changed  decidedly  in  the 
past  decade.   Shippers  estimated  that  10  years  previously  about  Qk   percent  of 
their  domestic  business  and  87  percent  of  foreign  sales  had  been  made  at  "on 
call"  prices.   In  1959-60,  sales  on  call  had  practically  disappeared;  97  per- 
cent of  domestic  and  99  percent  of  export  sales  were  made  at  "fixed"  prices. 

Shippers  reported  that 'only  9  percent  of  domestic  sales  and  less  than  1 
percent  of  foreign  sales  were  made  on  "actual"  samples .   Quality  determinations 
of  domestic  sales  by  shippers  were  56  percent  on  "description, "  in  terms  of  the 
official  standards  and  35  percent  on  private  "types."  On  sales  to  foreign  mar- 
kets, 60  percent  was  on  private  types  and  39  percent  on  description. 


Representatives  of  Shippers 

Most  shippers  operating  on  a  large  scale  have  one  or  more  branch  offices 
in  other  parts  of  the  Belt.   At  southeastern  markets  these  representatives 
chiefly  sell.   Elsewhere  they  serve  as  buyers. 

In  the  Ik   markets,  53  firms  (13  percent)  were  branch  offices  of  shippers 
(table  11).   Together  these  offices  handled  about  2,378,000  bales,  of  which  6k 
percent  represented  purchases  and  the  remainder  sales.   They  were  concentrated 
at  Lubbock,  Fresno,  and  Greenwood  as  buyers  and  at  Atlanta  and  Greenville  for 
selling.   Shippers'  branch  offices  handled  greater  volumes  of  cotton  than  any 


;> 


16/  The  l$k3-kk   study  included  only  five  markets  but  Memphis,  Dallas,  and 
Houston  were  among  the  group.   Findings  of  this  earlier  study  were  published 
in  a  report  entitled,  "Marketing  Practices  at  Central  Spot  Cotton  Markets,"  by 
R.  C.  Soxman  and  A.  L.  Roberts,  U.  S.  Dept .  Agr.,  Production  and  Marketing 
Admin.,  Aug.  19^-8   (processed). 
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5ther  type  of  firm  at  Atlanta  and  Fresno.   Although  Memphis,  Dallas,  and 
Houston  were  the  favored  sites  for  home  offices  of  shippers,  only  nine  shippers 
aeadquartered  elsewhere  had  representatives  in  these  three  major  markets. 

rahle  11. --Number  of  firms  operating  as  branch  offices  of  shippers,  and  volumes 
handled,  ik   designated  markets,  season  1959-60 


Market 


Lubbock. . . 
Fresno. . . . 
Atlanta. . . 
Greenwood. 
Greenville 
Dallas  .... 
Memphi  s . . . 
Other  8  markets 

All  markets . . 


Shippers ' 
branch  offices 


Total  volume 
handled 


Average  volume 
per  firm 


Firms 

10 

9 
8 

7 
5 
k 
k 
6 


Bales 

1+8^,157 
539,000 
5^7,500 
205,9^6 

3^,356 

75,ooo 

80,500 

101,599 


Bales 

1+8,1+16 
59,889 
68,  if  38 
29,^20 
68,871 
18,750 
20,125 
16,933 


53 


2,378,058 


M+,869 


Most  branch  offices  were  those  of  shippers  headquartered  in  one  of  the  lU- 
markets .   Only  12  percent  of  the  volume  reported  by  branch  offices  was  accounted 
for  by  secondary  offices  of  shippers  not  located  at  one  of  the  designated 
markets . 

Branches  of  shippers  averaged  about  1+5,000  bales  per  office.   Those  serving 
as  sales  offices  at  Atlanta  and  Greenville  had  an  average  of  slightly  more  than 
68,000  bales.   On  the  buying  side,  Fresno  branches  bought  about  60,000  bales 
per  office  and  Lubbock  branches  approximately  1+8, 000  bales.   For  all  markets, 
distribution  of  offices  representing  shippers,  by  volume  of  cotton  handled,  was 
as  follows : 


Volume 


Percent  of  firms 


10.000  bales  or  less... 

10.001  to  25,000  bales. 
25,001  to  50,000  bales. 
50,001  to  100,000  bales 
More  than  100,000  bales 

All  firms 


13 
28 
38 
10 
11 
100 


Although  13  percent  of  the  branches  handled  10,000  or  fewer  bales,  the  im- 
plication of  small  volumes  differs  greatly  from  that  for  independent  firms.   A 
shipper  can  eliminate  or  relocate  an  unprofitable  branch  office;  an  independent 
firm  may  be  faced  with  extinction. 
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Shipper  "branch  buying  offices  varied  considerably,  hy  markets,  in  sources 
of  cotton.   At  Lubbock,  local  CN-A  sales  were  the  chief  source  of  purchases; 
most  of  the  remainder  come  from  f.o.b.  merchants.   Representatives  at  Fresno 
bought  largely  from  local  buyers  and  growers,  and  those  at  Greenwood  obtained 
cotton  mainly  from  growers.   Sources  of  purchases  by  shipper  representatives 
for  the  Ik   markets  as  a  group  were : 

Source  Percent  of  total  purchases 

Growers 17 

Ginners  and  other  local  buyers 21 

Brokers  '  tables 7 

CN-A ^6 

F.o.b.  merchants  and  others 8 

Total 100 

Under  the  framework  of  the  quotations  system,  prices  paid  by  shipper  rep- 
resentatives are  particularly  useful  to  quotations  committees.   In  1959-60 
shipper  branches  bought  about  5^  percent  of  their  cotton  from  growers,  ginners, J8 
or  trade  firms.   More  than  two -fifths  of  all  purchases  were  in  mixed  lots  and 
nearly  one -fifth  was  located  in  the  market  at  time  of  purchase.  Although 
branch  offices  are  active  chiefly  during  the  harvesting  season,  their  buying 
prices  usually  relate  to  cotton  in  the  immediate  territory  on  terms  and  condi 
tions  readily  related  to  the  spot  quotations. 


F.o.b.  Merchants 

In  the  broad  sense,  any  firm  in  the  business  of  buying  and  selling  cotton 
is  a  merchant  and  many  advertisements  of  shippers  carry  the  term  Cotton 
Merchant.   Within  the  trade,  however,  distinction  is  made  between  shippers  and 
another  group  of  principals  variously  referred  to  as  f.o.b.  buyers,  merchants 
or  independent  buyers.   This  group  was  termed  "f.o.b.  merchant"  for  this  study. 
F.o.b.  merchants  normally  buy  cotton  at  local  markets  or  gin  points  and  resell 
within  a  short  time  to  shippers  or  mill  buying  agencies.   Resale  often  is  made 
in  mixed  lots  and  delivery  terms  usually  are  "f.o.b."  cars  or  warehouses.   The 
f.o.b.  merchant  assumes  lesser  risks  and  performs  fewer  services  than  shippers. 
In  some  areas,  however,  f.o.b.  merchants  play  an  important  role  in  assembling 
cotton. 

In  1959-60,  only  28  firms  in  designated  markets  operated  solely  as  f.o.b. 
merchants  (table  12).   The  17  firms  at  Lubbock  handled  about  3^5,000  bales. 
Volumes  of  such  firms  were  not  an  important  factor  elsewhere. 

F.o.b.  merchants  averaged  only  about  17,700  bales  per  firm  in  1959-60;  in 
Lubbock,  the  average  was  approximately  20,000  bales.   For  all  markets,  one-half 
of  the  f.o.b.  merchants  handled  10,000  or  fewer  bales  and  only  one  out  of  seven 
exceeded  20,000  bales  for  the  season. 

Amounts  of  cotton  available  to  f.o.b.  merchants  have  been  restricted 
greatly  in  some  recent  years  when  Government  price  support  programs  siphoned 
much  cotton  directly  from  the  hands  of  growers.   This  has  reduced  the  number  of 
firms  able  to  function  strictly  as  f.o.b.  merchants.   Actually,  much  of  their 
function  recently  has  been  performed  by  multitype  firms. 
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Ta"ble  12.— Number  of  f.o.b.  cotton  merchants,  and  volumes  handled,  Ik   desig- 
nated markets,  season  1959-60 


Market 


Lubbock 

Memphis 

Other  12  markets 


All  markets 


F.o.b.  merchants 


Total  volume 
handled 


Firms 

IT 
3 
8 


Bales 

3^,718 
96,500 
55,500 


28 


496,718 


Average  volume 
per  firm 


Bales 

20,278 

32,167 

6,938 


17,7^0 


F.o.D.  merchants  "bought  52  percent  of  their  cotton  from  local  buyers  or 
growers  at  country  points  and  kk   percent  from  CN-A  sales  agents.   Purchases 
from  New  Orleans  catalog  amounted  to  only  1  percent;  3  percent  was  from  miscel- 
laneous sources. 


F.o.b.  merchants  bought  about  8  percent  of  their  cotton  from  firms  or 
sales  agents  in  their  own  market.  Only  9  percent  of  the  cotton  purchased  was 
already  stored  in  the  market. 

F.o.b.  merchants  were  guided  in  buying  chiefly  by  minimum  resale  prices 
except  when  local  competitive  conditions  forced  prices  above  that  level.   They 
reported  no  use  of  the  futures  market  for  price  hedging  in  1959-60.   About  68 
percent  of  the  cotton  purchased  was  carried  open,  and  the  remainder  was  covered 
by  immediate  "fixed  price"  sales.   Ten  years  earlier,  about  3^  percent  was  sold 
immediately  or  was  bought  against  previous  sales. 

In  1959-60  these  firms  sold  83  percent  of  their  cotton  to  shippers  and  the 
remainder  to  buyers  for  mills.   At  Lubbock  they  normally  sold  on  the  "Form  1" 
(green  card)  classification  of  the  Department.   Elsewhere,  sales  chiefly  were 
on  actual  samples.   Immediate  delivery  was  specified  for  6k   percent  of  sales, 
prompt  for  29  percent,  and  forward  delivery  for  7  percent. 

F.o.b.  merchants  occupy  a  distinctive  position  among  firms.   They  are  the 
only  principals  that  usually  buy  in  the  surrounding  territory  and  resell  at  the 
designated  market.   As  sellers  looking  for  advantageous  prices,  they  tend  to 
add  "balance  to  market  interests.   Price  information  available  from  f.o.b.  mer- 
chants relates  to  terms  that  either  match  or  can  be  readily  adjusted  to  those 
specified  for  the  quotations. 

Mills 

There  were  19  resident  mill  firms  in  the  ik   markets  in  1959-60  (table  13 ). 
In  Atlanta,  Augusta,  and  Greenville  the  7  mill  cotton  departments  bought  more 
than  1,000,000  bales,  or  an  average  of  lVf, 27^  bales  a  firm.   These  mills  ac- 
counted for  an  important  share  of  volumes  handled  at  Augusta  and  Greenville. 


-31- 


Table  13 . --Number  of  cotton  mill  buying  firms ,  and  volume  and  source  of  pur- 
chases ,  Ik-   designated  markets,  season  1959-60 


Location  of 
markets 


Mill 
buying 
firms 


Volume 
of 
purchases 


Proportion  of  purchases  obtained  from-- 


In- 
terior 


Broker 
tables 


CN-A 
agents 


:   New 
:  Orleans 
:  catalog 


Ship- 
pers 


All 
sources 


Southeast  l/ . 
Other  2/ 

All  markets 


Firms 
7 

12 


Bales 

1,035,920 

662,832 


Pet 


^8 
31 


Pet. 
k 

39 


Pet 


Pet. 


Pet. 


16 
19 


28 

11 


Pet. 

100 
100 


19 


1,698,752 


kz 


17 


17 


21 


100 


1/  Mill  cotton  departments  in  Atlanta,  Augusta,  and  Greenville  markets. 
2/  Buying  offices  at  Fresno,  Greenwood,  Little  Rock,  and  Memphis. 

Two -thirds  of  the  other  12  mill  buying  firms  were  at  Memphis.   Volumes  re- 
ported by  these  12  offices  averaged  about  5^,000  bales  per  office.   None  was 
affiliated  with  any  of  the  mills  in  designated  southeastern  markets  but  several 
were  major  sources  of  supply  for  their  respective  mill  organizations. 

The  mill  departments  in  southeastern  markets  bought  28  percent  from  shippers 
and  72  percent  direct  (from  sources  other  than  shippers).   In  buying  direct, 
these  mills  made  only  limited  use  of  the  CCC  New  Orleans  catalogs.   Most  direct 
purchases  were  from  marketing  channels  in  the  interior  or  from  CN-A  sales  agents 
The  volume  of  direct  purchases  in  interior  markets  was  about  three  times  greater 
than  that  from  CN-A  sales  agents. 

Mill  buying  offices  outside  the  Southeast  bought  89  percent  of  their  cotton 
direct  and  only  11  percent  from  shippers.   They  made  no  purchases  from  CCC  New 
Orleans  catalogs.   The  major  source  of  direct  purchases  was  brokers'  tables;  in- 
terior buying  followed  closely. 

Mill  buying  firms  bought  one -fifth  of  their  cotton  from  the  CCC  (mostly 
from  local  sales  agents),  another  fifth  from  shippers,  and  about  three-fifths  in 
local  markets  or  from  brokers'  tables.   Nearly  four-fifths  was  purchased  direct. 
Mills  bought  much  more  heavily  from  interior  points  and  brokers  '  tables  and  rel- 
atively less  from  Government  stocks  than  shippers.   In  favoring  sources  where 
transactions  are  chiefly  made  on  actual  samples,  mills  apparently  were  wanting 
greater  control  in  quality  selection  than  was  essential  for  shippers.   These  di- 
rect purchases  of  nearly  1,328,000  bales  by  19  mill  organizations  represent  only 
purchases  by  mill  firms  actually  located  in  or  having  a  buying  office  in  some 
designated  market.   Other  mill  organizations  also  made  direct  purchases  but  did 
not  maintain  offices  at  a  designated  market.   In  addition,  a  few  firms  listed  as 
shippers  in  this  report  were  closely  allied  to  a  particular  foreign  or  domestic, 
mill  organization.   These  firms  were  organized  and  operated  as  shippers,  but 
nearly  all  of  the  million  bales  they  bought  routinely  went  to  specific  mills. 
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Commission  Buyers 

In  1959-60,  28  firms  in  the  1^  markets  functioned  exclusively  as  commis- 
sion buyers  (table  ik) .      This  was  a  sizable  decline  from  1950-51  when  the  same 
markets  had  ^3  such  firms.   Commission  buyers  operated  chiefly  in  markets  in 
heavy  producing  areas;  there  were  2k   in  Fresno,  Memphis,  Lubbock,  Dallas,  and 
Greenwood. 


Table  Ik. --Number  of  cotton  firms  operating  solely  as  commission  buyers,  and 
volumes  handled,  ik   designated  markets,  season  1959-60 


Market 

Commission    '    Total  volume    "   Average  volume 
buyers      *     handled      '     per  firm 

Fresno 

Memphi  s 

Dallas 

Lubbock 

Greenwood 

Other  8  markets 

:      Firms             Bales              Bales 

8           29^,000             36,750 

5           66,000            13,200 

:         k                          157,^00             39,350 

k                     172,000          ^3,000 

3            88,500             29,500 
k                            60,000             15,000 

All  markets 

28           837,900             29,96^ 

These  firms  bought  838,000  bales  in  1959-60--an  average  of  30,000  bales 
per  firm.   One-fourth  had  volumes  of  less  than  10,000  bales  and  another  one- 
fourth  handled  more  than  50,000  bales.   Slightly  more  than  one-third  of  the 
firms  bought  between  10,000  and  25,000  bales. 

Sources  of  cotton  for  commission  buyers  varied  among  markets.   Those  at 
Fresno  bought  chiefly  from  local  buyers  and  growers.   At  Lubbock  CN-A  sales  were 
the  major  source,  and  at  Greenwood  most  cotton  was  purchased  from  growers.   At 
Dallas,  they  purchased  largely  from  shippers  and  brokers'  tables. 

For  all  markets,  sources  of  purchases  by  commission  buyers  were: 

Source  Percent 

Growers 22 

Ginners  and  other  local  buyers 30 

CN-A  sales  agents 27 

Various  (includes  shippers, 

merchants  and  brokers'  tables)....  21 

All  sources 100 

About  17  percent  of  the  cotton  was  in  storage  in  the  market  at  the  time  of 
purchase . 
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About  53  percent  of  commission  buyers'  total  volume  was  purchased  for 
shippers,  kk   percent  for  mills,  and  3  percent  for  other  types  of  firms.   In 
Fresno  and  Greenwood  they  bought  mostly  for  mills.   Those  elsewhere  did  more 
business  with  shippers  than  mills.   About  88  percent  of  purchases  were  turned 
over  to  customers" on  f.o.b.  terms.  At  Fresno,  purchases  usually  were  delivered 
f.o.b.  gin  yards,  and  at  Dallas,  f.o.b.  cars.   Elsewhere,  delivery  usually  was 
f.o.b.  warehouses. 

Commission  buyers  are  not  a  dominant  or  major  group  in  any  designated  mar- 
ket, but  where  they  are  active  their  operations  provide  excellent  price  infor- 
mation for  spot  quotations . 


Brokers 


Cotton  brokers  are  agents  who  sell  on  commission  for  various  types  of 
owners.   They  long  have  been  an  important  element  in  the  structure  and  price - 
making  forces  of  cotton  markets.   They  handle  many  lots  of  cotton,  selling 
prices  of  which  provide  price  information  for  a  wide  variety  of  grades  and 
staple . 

Changes  in  the  movement  of  cotton  in  recent  years  have  considerably  re- 
duced the  number  of  brokers  and  the  need  for  their  services.   Much  cotton  once 
sold  off  brokers '  tables  for  growers  and  local  buyers  now  moves  directly  into 
Government  hands.   For  this  reason,  large  volumes  of  brokerage  business  are  now 
handled  by  multitype  firms.   Brokers  acting  strictly  as  brokers  now  are  concen- 
trated in  Memphis,  Dallas,  Greenwood,  and  Atlanta. 

The  67  brokers  in  the  Ik   markets  handled  1,876,298  bales  (table  15). 
Average  volume  per  firm  was  just  over  28,000  bales. 

Table  15 . --Number  of  cotton  brokers,  and  volumes  handled,  ik   designated  markets, 

season  1959-60 


Market 


Brokers 


Average  volume 
per  firm 


Firms 


Bales 


Bales 


Memphis 

Dallas 

Greenwood. 

Atlanta , 

Greenville 

Houston 

All  other 

All  markets 


15 
11 
11 

9 
6 
6 
9 


3^6,020 
^55,560 

94,775 
271,000 

297,637 
231,816 

179  A90 


23,068 
4i,4i4 
8,616 
30,111 
49,606 
38,636 
19,9^3 


67 


1,876,298 


28,004 
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More  than  two-thirds  of  the  "brokers  handled  less  than  30,000  "bales  per 
firm  and  one-fourth  handled  under  10,000  bales.   Only  about  13  percent  had  vol- 
umes exceeding  50,000  bales. 

For  the  Belt  as  a  whole,  brokers  represented  shippers  more  than  half  the 
time  (table  l6) .  Memphis  and  Greenwood  brokers  sold  chiefly  for  large -volume 
growers.   In  the  Southwest,  brokers  often  represented  ginners  and  other  first 
buyers.  More  than  three -fifths  of  sales  by  brokers  in  Dallas  were  for  ginners 
and  interior  buyers. 

A  few  firms  called  "CIF  brokers"  were  in  markets  doing  a  large  export  busi- 
ness.  These  specialized  brokers  sold  cotton  abroad  for  shippers. 

Brokers  sold  k'p   percent  of  their  cotton  to  domestic  shippers  and  55  percent 
to  mills,  mostly  in  this  country.   Outlets  for  brokers  depended  mainly  on  size 
and  location  of  the  market.   In  Dallas  and  Memphis,  where  there  are  numerous 
large  shippers  with  special  cotton  needs,  brokers  sold  82  percent  and  67  percent 
respectively,  to  shippers.   With  the  exception  of  Augusta,  brokers  in  the 
Southeast  sold  almost  entirely  to  mills. 

Table  l6. --Distribution  of  cotton  handled  by  brokers  according  to  agencies  rep- 
resented, lk   designated  markets,  season  1959-60 


Market     : 

Growers  : 

Gi 

oner 

Interior 
buyers 

:  Shippers 

Other 
\   agencies 

:   Total 

Percent 
61 

6k 

:      5 
2 

5 

Pe 

rcent 

13 

7 

12 

y 

13 

Percent 

22 
k 

50 

y 

23 

Pe 

rcent 
h 

33 
98 
58 

Percent 
25 

y 

1 

Percent 
100 

100 
100 

All  Southeast . . . 

100 
100 

17 

8 

22 

52 

1 

100 

1/  Less  than  0.5  percent. 

Delivery  terms  for  cotton  sold  by  brokers  were  as  follows  : 

Delivery  terms  Percent  of  total  deliveries 


F.o.b.  warehouse 

F.o.b.  cars 

Landed  mill 

Ships ide  high -density. 
All  brokers'  sales.. 


33 
23 
1+0 
_h 
100 
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Almost  one -third  of  the  cotton  handled  by  "brokers  was  sold  f  .o.b.  ware- 
house; most  sales  in  Memphis  and  Greenwood  were  on  these  terms.   In  Dallas  and 
other  southwestern  markets,  f .o.b.  cars  was  the  delivery  most  often  specified, 
although  significant  proportions  also  were  sold  on  shipside  high -density  terms. 
Two -fifths  of  the  cotton  handled  by  brokers  was  sold  "landed"  mill.   Brokers  in 
the  Southeast  sold  almost  entirely  on  this  delivery  term. 

Brokers  are  an  influential  price-making  force  in  cotton  markets.   In  most 
markets  they  are  the  ones  striving  for  the  highest  possible  prices.   Thus,  they 
help  offset  the  pricing  force  of  buyers.   Where  available,  they  should  be  rep- 
resented on  quotation  committees. 


Multitype  Firms 

Prior  to  1950-51,  cotton  dealers  traditionally  were  specialists,  each  con- 
centrating on  one  type  of  operation.   A  few  firms  handled  cotton  in  more  than 
one  capacity,  but  the  second  activity  generally  was  minor  and  was  usually  con- 
sidered temporary.   Soon  after,  however,  some  dealers,  correctly  forecasting 
changing  marketing  conditions,  purposely  began  to  develop  a  diversified  and 
flexible  line  of  business.   Also,  export  programs  encouraged  some  f.o.b.  mer- 
chants and  others  to  increase  their  role  "by  entering  the  shipping  field.   Many 
firms,  especially  brokers  and  commission  buyers,  made  the  change  to  doing  two 
or  three  types  of  business  recently,  simply  as  a  matter  of  survival. 

By  1959-60,  multiple-type  businesses  were  routine.   That  season  88  multi- 
type  firms  were  in  the  1^4-  markets.   Almost  three -fourths  of  these  were  in 
Memphis,  Lubbock,  and  Greenwood  (table  17) •   Half  were  located  in  Memphis  alone 
Multitype  firms  handled  a  total  volume  of  about  3,^-00,000  bales. 

Table  17. — Number  of  multitype  cotton  firms  and  volume  handled,  Ik   designated 

markets,  season  1959-60 


Market 


Multitype 
firms 


Total  volume 
handled 


Average  volume 
per  firm 


Memphis . . . 
Lubbock. . . 
Greenwood. 
Greenville 
Fresno.  .  .  . 
Atlanta. . . 
Other  8  markets 

All  markets. . 


Firms 

kk 
11 
10 

6 

k 

3 
10 


88 


Bales 

1,733,  l¥- 
556,500 
¥+6,100 
219,300 
177,000 
95,000 
165,300 


3,392,3^ 


Bales 

39,300 

50,591 
¥i,6l0 

36,550 
¥i,250 
31,667 
16,530 


38,5^9 
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Slightly  less  than  one-fourth  of  the  firms  handled  fever  than  10,000  bales, 

and  well  over  half  had  volumes  under  25,000  bales  (table  18) .  Only  7  of  the  88 

firms  had  volumes  exceeding  100,000  bales;  most  of  these  were  in  Memphis  and 
Lubbock. 


Table  18. --Distribution  of  multitype  cotton  firms  according  to  volume  handled, 

Ik   designated  markets,  season  1959-60 


Market 


Memphi  s 

Lubbock 

Greenwood 

Other  markets . . . 

All  markets . . . 


10,000 

bales 

or  less 


10,001  to 
25,000 
bales 


Firms 

10 
2 
2 

6 


Firms 
17 

h 
5 
7 


20 


31 


25,001  to 

50,000 

bales 


Firms 

8 

2 
3 
7 


50,001  to 

100,000 

bales 


100,001 
bales 
and  over 


Firms 

6 

1 
1 
2 


20 


10 


Firms 
3 

2 
1 
1 


Total 


Firms 

kk 

11 
10 
23 


Most  multitype  firms  were  operating  only  two  ways,  but  three  were  engaged 
in  as  many  as  four  activities  (appendix,  table  27).   Combinations  of  activities 
varied  by  market,  but  nearly  one -third  acted  as  shippers  and  f.o.b.  merchants, 
and  about  one-fifth  as  brokers  and  f.o.b.  merchants.   About  11  percent  of  the 
firms  were  shippers  and  commission  buyers,  and  10  percent  were  f.o.b.  merchants 
and  commission  buyers. 

The  53  multitype  firms  that  did  some  shipping  together  shipped  approxi- 
mately 878,000  bales  (appendix,  table  28).   The  ^5  firms  doing  some  brokerage 
business  handled  approximately  879,000  bales.  More  multitype  firms  did  some 
f.o.b.  merchandising  than  any  other  form  of  activity;  the  60  firms  merchandised 
more  than  a  million  bales.   About  17  percent  of  the  cotton  handled  by  multitype 
firms  was  bought  on  commission. 

For  practical  purposes,  each  phase  of  a  multitype  business  had  the  same 
operating  procedures  as  a  single -type  firm.   In  terms  of  sources  of  cotton, 
outlets,  delivery  terms,  and  other  practices,  there  was  little  or  no  difference 
between  the  broker  phase  of  a  broker-f .0 .b.  merchant  firm  and  one  acting  solely 
as  a  broker. 

If  present  competition  and  lines  of  cotton  movement  continue,  the  number 
of  multitype  firms  could  increase  in  coming  years.   In  many  markets,  they  have 
become  important  in  number,  volumes  handled,  and  as  sources  of  price  informa- 
tion.  Thus,  in  those  markets  where  multitype  firms  have  large  volumes,  the 
price  quotations  system  is  becoming  increasingly  dependent  on  their  diversified 
operations . 
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Trends  in  Types  of  Firms 

Quotations  committees  can  and  do  use  prices  obtained  from  all  types  of 
firms.   Shippers,  especially,  are  a  major  source  of  price  information  "but  more 
than  three -fourths  are  concentrated  in  only  three  markets --Memphis,  Dallas,  and 
Houston.   This  concentration  created  a  price  significance  that  overlapped  into 
some  other  large  designated  markets.   Purchases  by  representatives  of  Memphis, 
Dallas,  and  Houston  shippers  accounted  for  much  cotton  handled  at  several  mar- 
kets, particularly  Fresno  and  Lubbock.   Sales  by  representatives  of  these  same 
firms  were  a  sizable  factor  in  volumes  attained  at  Atlanta  and  Greenville. 
With  some  large  shippers  tending  toward  centralized  management,  a  further  rel- 
ative growth  of  the  "big  shipper -markets  with  accompanying  competitive  effects 
on  other  markets  is  likely. 

In  1951-52  Atlanta,  Augusta,  and  Greenville  were  specializing  in  sales  to 
mills  and  had  mill  cotton  departments  as  active  members,  but  much  southeastern 
cotton  also  was  bought  at  these  markets.   By  1959-60,  decreases  in  local  pro- 
duction and  changes  in  types  and  practices  of  firms  had  set  these  three  markets 
even  more  sharply  apart  from  other  markets.   Between  these  two  seasons,  volumes 
purchased  by  mill  cotton  departments  increased  35  percent,  although  total  mar- 
ket volumes  declined  29  percent.   In  1959-60,  one -third  of  all  cotton  handled 
by  the  59  firms  in  the  three  markets  was  accounted  for  by  the  7  mill  offices; 
58  percent  consisted  of  sales  to  mills  by  shippers'  representatives  and  brokers, 
practically  all  on  landed  mill  terms.   Selling  prices  for  these  sales  required 
extra  patience  and  skill  by  the  quotations  committees  for  translation  into 
buying  prices  in  terms  of  mixed  lots  of  flat  cotton  in  local  warehouses.   The 
remaining  9  percent  consisted  of  purchases  by  f .o.b.  merchants,  commission 
buyers,  and  shipper  representatives.   This  distinct  difference  between  price 
terms  and  significance  at  these  3  markets  and  at  the  other  markets  may  cause 
some  to  question  the  relatively  high  rankings  assigned  these  markets  on  the 
basis  of  the  6  rating  factors. 

Each  major  type  of  traditional  firm  declined  in  number  between  1951-52  and 
1959-60.   This  drop  occurred  during  a  period  that  included  two  seasons,  1956-57 
and  1959-60,  when  seasonal  disappearances  of  American  cotton  exceeded  16  mil- 
lion bales  and  topped  all  other  seasons  back  to  1926-27.   The  result  of  the 
squeeze  faced  "by  the  cotton  trade  during  the  period  was  the  emergence  of  the 
multitype  business  as  a  routine  operation.  About  22  percent  fewer  firms  were 
operating  in  1959-60  than  in  1951-52.   Of  those  continuing  in  1959-60,  21  per- 
cent were  functioning  as  multitype  firms . 

Fewer  shippers  went  out  of  business  than  other  types  of  firms.   Shippers 
were  in  the  "best  position  to  continue  as  a  single -type  business.   Of  the  total 
volume  of  cotton  shipped  in  1959-60  hy  all  firms  in  the  designated  markets, 
only  7  percent  was  shipped  hy  multitype  firms  (table  19) .   In  contrast,  multi- 
type  firms  handled  68  percent  of  the  f .o.b. -merchandized  cotton,  ahout  ^0  per- 
cent of  the  total  commission  buying,  and  38  percent  of  the  "brokerage  selling. 

The  low  volumes  reported  by  many  cotton  firms  in  1959-60  indicated  that 
additional  cotton  firms  may  cease  operation  in  the  near  future .  Although  the 
volume  that  various  types  of  firms  must  handle  seasonally  to  stay  in  business 
is  not  known,  firms  with  10,000  hales  or  less  would  seem  to  be  in  serious 
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difficulty.   Likewise,  at  10,001  to  20,000  bales,  many  firms  probably  either 
were  in  trouble  or  at  best  not  far  from  a  break -even  point. 


Table  19. --Cotton  handled  by  single-type  and  multitype  firms,  by  type  of  activ- 
ity, Ik   designated  markets,  season  1959-60 


Type  of  market  operation 


Volume 
handled 
by  single -type 
firms 


Volume 
handled 
by  multitype 
firms 


All 
firms 


:      Bales 

Shipper :  11,556,814 

F.o.b.  merchant :      4-96,718 

Mill :    1,698,752 

Broker :    1,876,298 

Commission  buyer :  837,900 

Shipper  representative....:  2,378,058 

All  types :  18,844,5^0 


Bales 

877,976 
1,055,366 

879A37 
579,865 


Bales 

12,434,790 
1,552,084 
1,698,752 
2,755,435 

1,417,765 
2,378,058 


3,392,344 


22, 236,88^ 


Excluding  the  19  mills  or  mill  buyers  and  53  representatives  of  shippers, 
the  Ik   markets  in  1959-60  had  338  firms  either  operating  independently  or  as  self- 
contained  units.   One-tenth  of  these  firms  handled  less  than  5,000  bales,  and 
l6  percent  had  volumes  of  5,001  to  10,000  bales  (table  20) .  More  than  one- 
fifth  handled  10,001  to  20,000  bales. 

Some  firms  of  each  type  had  what  appeared  to  be  inadequate  volumes .  Of 
the  total  number  of  shippers,  about  17  percent  handled  10,000  bales  or  less. 
Approximately  46  percent  of  all  f.o.b.  merchants  also  were  in  this  low-volume 
interval.   Close  to  one -fourth  each  of  all  commission  buyers,  brokers,  and 
multitype  firms  likewise  were  in  the  10, 000 -bale -or -less  group. 

Success  of  multitype  firms  was  spotty.  About  one -half  of  these  firms  mar- 
keted less  than  20,000  bales,  but  some  were  extremely  successful.   The  trend 
toward  multitype  operations  probably  will  continue. 

The  overall  picture  pointed  toward  fewer  firms  in  most  markets  in  the  next 
few  years.   If  recent  trends  continue,  shippers  or  their  representatives  and 
multitype  firms  soon  may  account  for  the  bulk  of  activity  in  most  markets. 
Further  decreases  in  activity  in  some  of  the  smaller  markets,  would  terminate 
their  usefulness  as  price  centers. 
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Ta"ble  20. — Number  of  cotton  : 
fled  volumes,  for  selected 
1959-60 

firms,  volume  per  firm,  and  number  handling  speci- 
types  of  firms,  Ik   designated  markets,  season 

All 

firms 

Firms  ] 

Handling - 

Type  of  firm 
operation 

Number  .' 

y  ; 

Average 
volume 
per  firm 

5,000   : 

"bales   : 

or  less  : 

5,001- 
10,000 
hales 

:  10,001- 
:  15,000 
:  hales 

■  :  15,001- 
:  20,000 
:  hales 

F.o  .h .  merchant . . . 

Firms 

127 
28 

67 
28 
88 

Bales 

90,995 
17,7^0 
28,00^ 
29,965 
38,5^9 

Firms 

9 
2 

15 
5 
3 

Firms 

12 

11 

1+ 

2 

IT 

Firms 

7 

5 

12 

1+ 
14 

Firms 

12 
5 
3 
2 

11 

Commission  "buyer.. 

\       338 

— 

3^ 

5^ 

1+2 

33 

1/  Cotton  cooperative  marketing  associations  are  included  under  traditional 
trade  types. 

THE  QUOTATIONS  COMMITTEES 

Toward  the  end  of  the  1959-60  season,  meetings  were  attended  hy  Department 
representatives  and  interviews  held  with  the  various  spot  quotations  commit  - 
tees.  Information  was  assemhled  on  the  organization  and  operation  of  each 
committee . 


Memhership  and  Organization 

Membership  on  a  quotations  committee  is  voluntary,  and  carries  no  finan- 
cial remuneration.   Those  who  serve  usually  have  heavy  work  schedules  as 
dealers.  Memhers  at  times  may  hecome  a  target  for  criticism.   Ohviously  few, 
if  any,  seek  such  an  assignment,  hut  most  exchange  memhers  serve  their  turn 
when  called  upon.   Exchanges  consider  and  treat  these  as  key  committees  and 
few  have  difficulty  in  keeping  them  staffed  with  active  traders. 

The  exchange  president  or  hoard  of  directors  appointed  committees.   Ex- 
change officials  appointed  all  memhers  except  at  Augusta  and  Fresno.   At  these 
2  markets,  the  chairman  was  appointed  and  he  in  turn  selected  the  remaining 
memhers . 


Numbers  of  memhers  ranged  from  9  at  Greenville  to  3  at  Galveston  and 
Greenwood  (tahle  21).   The  committee  at  Fresno  had  7  memhers.   Those  at 
Augusta,  Dallas,  and  Luhhock  had  6.   Five  markets — Atlanta,  Montgomery, 
Memphis,  New  Orleans,  and  Houston — had  5-man  committees.   Charleston  and  Little 
Rock  had  l+-memher  committees.   Except  for  Greenwood,  the  larger  markets  had 
committees  of  5  or  more  memhers. 
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Ta-ble  21. -Organization  and  operation  of  spot  cotton  quotations  committees  in 

the  14  designated  markets,  season  1959-60 


Market 


Atlanta. . . . 
Augusta .... 
Charleston. 
Greenville . 
Montgomery. 
Greenwood. . 
Little  Rock 
Memphi  s . . . . 
New  Orleans 

Dallas 

Galveston. . 
Houston. . . . 
Lubbock. . .  . 
Fresno 


Number  of 

committee 

members 


Length 

of 

term 


Reported 
schedule  of 
meetings  1/ 


Type  of  firms  represented 
at  time  of  interview 
(summer  i960)  2/ 


5 
6 
1+ 
9 
5 
3 
1+ 

5 
5 
6 

3 
5 
6 

7 


1  year 

2  months 

3/ 

1  year 


3/ 

5/ 

1 

year 

2 

months 

3/ 

5 

months 

3/ 

2 

months 

1 

year 

1 

month 

weekly  shipper,  merchant,  broker 

weekly  merchant,  broker,  mill 

4y  shipper,  merchant 

weekly  shipper,  broker,  mill 

weekly  shipper,  merchant,  broker 

weekly  buyer,  merchant,  shipper 

weekly  shipper,  merchant,  buyer 

weekly  shipper,  broker 

hj  shipper,  broker 
semi-wkly.    shipper,  broker 

hj  shipper 

daily  shipper,  broker 

weekly  shipper,  merchant,  buyer 

weekly  buyer,  merchant,  mill,  shipper 


1/  Planned  schedule  of  meetings  as  reported  by  committees . 
2/  Includes  the  various  activities  represented  by  members  from  multitype 
firms . 

3/  Permanent  committees . 

"KJ   No  fixed  schedule  of  meetings  but  met  as  considered  necessary. 

5/  Indefinite  term  according  to  changes  in  market  activity  among  firms . 


Four  markets --Charleston,  Montgomery,  New  Orleans,  and  Galveston --had  so 
few  firms  that  committee  members  served  on  a  permanent  basis.   Committee  chair- 
manships, however,  usually  were  rotated  from  time  to  time.   This  situation  tends 
to  impose  a  monotonous  responsibility. 

At  the  other  10  markets,  memberships  were  rotated  among  members.   Terms  of 
service  ranged  from  1  month  at  Fresno  to  1  year  at  Atlanta,  Greenville,  Little 
Rock,  and  Lubbock.  Members  served  for  periods  of  2  months  at  Augusta,  Memphis, 
and  Houston,  and  for  5  months  at  Dallas.   Tenure  was  indefinite  at  Greenwood. 

All  10  committees  operating  on  a  rotating  basis  of  selected  membership 
seemed  well  representative  of  large  and  small  firms  and  of  types  of  firms. 
Several  markets  reported  following  a  fixed  pattern  of  representation.   At 
Greenville  the'  9-man  committees  were  selected  to  provide  3  shippers,  3  brokers, 
and  3  mill  firms.   Memphis  maintained  committees  having  3  shippers  and  2  bro- 
kers 1  month  and  3  brokers  and  2  shippers  the  next.   This  alternating  plan  was 
followed  regularly.   The  Houston  committee  normally  consisted  of  3  shippers  and 
2  brokers.   Other  markets  accomplished  much  the  same  diversity  by  a  less  formal 
approach.   Several  markets  followed  a  staggered  plan  of  rotation,  replacing 
only  a  part  of  the  committee  at  any  one  time. 


-in- 


Operation  of  Commi ttees 

At  3  markets --Charleston,  Galveston,  and  New  Orleans --committee  meetings 
were  not  held  according  to  fixed  schedule.   Instead,  meetings  were  called  as 
considered  necessary  by  the  committees.   These  were  all  relatively  small  markets 
with  easy  communication  among  the  few  firms  involved. 

At  the  other  11  markets,  the  committees  reported  that  meetings  were  held 
according  to  regular  schedule.  At  Houston,  this  was  daily.  Meetings  by  the 
Dallas  committee  were  scheduled  twice  weekly.   Elsewhere  one  meeting  a  week  was 
scheduled.  At  several  markets  there  was  some  indication  that  meetings  were  held 
less  frequently  than  called  for  by  plans .   Some  markets  relaxed  schedules  during 
the  slack  season.   Special  meetings  also  were  called  at  the  discretion  of  the 
chairman  or  exchange  officials.  Most  markets  held  several  special  meetings 
during  1959-60. 

Travel  by  committee  members  assembling  for  a  meeting  varied  from  an  ele- 
vator ride  at  Houston  and  Dallas  to  a  walk  of  several  blocks  for  some  members 
at  most  markets.   Exceptions  were  Fresno  and  Greenville  and  to  a  lesser  extent 
Atlanta,  where  firms  were  widely  scattered.  At  such  markets,  each  meeting 
caused  some  committee  members  extra  loss  of  time  and  expense. 

In  addition  to  the  chairman  and  members,  meetings  usually  were  attended  by 
the  secretary  of  the  exchange  and  by  a  local  representative  of  the  Department. 
The  Department  had  representatives  at  all  markets  except  Greenville  and 
Charleston.   Representatives  of  the  Department  met  with  committees  at  these  2 
markets  about  once  a  month. 

According  to  exchange  provisions,  attendance  at  a  meeting  by  about  three - 
fifths  to  four -fifths  of  the  members  of  a  committee  was  required  for  a  quorum. 
Minutes  of  meetings  were  kept  at  only  2  markets --Charleston  and  Fresno. 

Committees  were  guided  in  their  interpretation  of  the  quotations  by  the 
existing  memorandum  of  understanding  between  the  designated  market  exchanges 
and  the  Department.  To  gain  breadth  of  information  between  meetings,  it  was 
routine  policy  for  committee  members  to  check  prices  being  paid  by  other  firms . 

When  opinions  of  members  varied  appreciably  as  to  values  for  a  quality  or 
qualities,  solution  was  approached  by  compromise  or  use  of  averages.   Decisions 
were  reached  by  majority  vote.   Usually  changes  in  quality  differences  were 
made  in  a  deliberate  manner.   Committees  did  not  attempt  to  jiggle  prices  for 
the  hundreds  of  qualities  up  and  down  5  or  10  points  every  few  days.   As  busy 
dealers,  members  had  to  center  attention  on  definite  shifts  in  values. 

Types  of  firms  represented  and  the  nature  and  breadth  of  trading  in  markets 
influenced  attitudes  of  committees  somewhat  in  the  use  of  price  information. 
At  markets  such  as  Fresno,  Greenwood,  and  Little  Rock,  all  surrounded  by  impor- 
tant producing  territories,  emphasis  was  on  prices  for  nearby  cotton.  Most  com- 
mittees indicated  considerable  use  of  adjusted  price  information  on  purchases 
of  even-running  lots,  although  committees  at  Atlanta,  Charleston,  Dallas, 
Fresno,  Greenwood,  and  Houston  relied  on  such  prices  only  when  essential. 
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Adjusted  selling  prices  for  even-running  lots  were  considered  regularly  at 
Atlanta  and  Greenville  since,  as  mill  markets,  much  price  information  was  avail- 
able in  such  form.   At  the  two  larger  centers  of  shipper  operations,  Memphis  and 
Dallas,  frequent  use  of  even -running -lot  sales  was  reported  during  the  slack 
season. 

Variations  in  the  approaches  and  methods  of  operation  among  committees  ap- 
parently were  related  directly  to  differences  in  resources  such  as  market  per- 
sonnel, volumes,  and  qualities  of  cotton. 

TRADE  SUGGESTIONS  AND  COMMENTS 

During  interviews  with  quotations  committees  and  individual  firms,  sug- 
gestions were  solicited  on  means  of  improving  the  quotations  system.   Individual 
firms  also  were  asked  about  uses  made  of  the  quotations  and  their  reactions  to 
the  accuracy  of  the  quotations  during  1959-60.   Questions  closely  paralleled 
those  included  in  a  survey  made  in  the  1^-  markets  at  the  close  of  the  195^ 
season.  YjJ 

While  many  cotton  men  likely  would  agree  that  there  is  no  such  thing  as  a 
normal  cotton  season,  most  probably  would  label  1959-60  as  highly  abnormal. 
That  was  the  first  year  of  a  radically  different  marketing  program.   The  usual 
channels  of  distribution  were  disrupted  and  some  new  and  complex  features  were 
introduced.   Although  unpopular  with  some  segments  of  the  trade,  the  Choice  A 
Choice  B  program  apparently  had  no  features  that  would  have  kept  any  committee 
from  accurately  quoting  cotton.   For  the  first  time  the  Department  had  ready 
access  to  prices  being  paid  for  large  volumes  of  cotton  sold  at  or  in  terri- 
tories immediately  surrounding  each  of  the  ik   markets.   Summaries  of  such  prices 
were  prepared  by  the  Department  and  sent  each  week  to  each  committee  for  use  in 
appraising  the  quotations.   As  a  result,  Department  supervision  of  the  quo- 
ta+'ons  reached  a  record  high.   The  fact  that  this  study  came  at  the  close  of 
su  1  a  hectic  season  had  a  bearing  on  the  nature  of  some  comments  made  by 
trade  members . 


Quotations  Committees 

Comments  on  improving  the  quotations  were  invited  from  the  committees  ac- 
cording to  a  three-part  question:   (l)  Suggested  changes  in  applicable  regula- 
ti  ns  of  the  Department  or  in  the  agreement  between  the  Department  and  the 
exchanges;  (2)  changes  in  the  organization  or  operation  of  the  committee;  and 
(3)  any  other  possibilities. 

Only  2  committees,  Greenwood  and  Fresno,  advocated  changes  in  procedures 
for  quoting  cotton.   Both  suggested  that  a  market  should  not  be  required  to 
quote  qualities  that  are  not  handled  within  the  market.   Both  committees  be- 
lieved that  they  should  not  quote  tinged  or  stained  grades  or  any  staples 
shorter  than  1  inch.   The  Fresno  committee  further  stated  that  the  reports  on 


17/  See  report  cited,  footnote  3,  page  2, 
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Cotton  Quality  Statistics  released  annually  by  the  Department  for  the  California 
crop  should  he  used  as  a  general  guide  in  arriving  at  qualities  to  he  quoted  at 
the  market . 

None  of  the  l^t-  committees  had  suggestions  for  revising  the  organization  or 
operation  of  their  groups.   There  was  no  indication  of  indifference  hut  rather 
the  he lief  that  no  changes  were  needed. 

Eight  of  the  committees  had  comments  or  observations  of  a  general  nature. 
Four  committees  thought  that  the  Department  at  times  was  unrealistic  in  its 
supervision  during  1959-60.   Since  some  individual  firms  commented  rather  vig- 
orously on  this  topic,  details  are  discussed  in  the  next  section  of  this  report. 
Two  committees  considered  differences  in  level  of  classing  by  the  trade  and  by 
the  local  offices  of  the  Department  a  distinct  problem.   At  one  market,  it  was 
suggested  that  the  Department  give  special  training  to  employees  who  were  as- 
signed to  meet  and  work  with  the  committees.  18/  Another  committee  believed 
that  the  question  of  fiber  fineness  was  causing  misunderstanding  about  quota- 
tions in  some  markets.   It  was  suggested  that  the  Department  give  wide  publicity 
to  the  fact  that  all  quotations  for  tenderable  qualities  are  based  on  cotton 
with  fineness  (micronaire)  values  at  3«5  or   better.   Also,  routine  checks  were 
thought  desirable  to  see  that  all  markets  were  observing  this  requirement 
uniformly. 


Individual  Firms 

Of  the  ^10  firms  in  the  lh   markets,  353  were  asked  to  comment  on  the  quo- 
tations.  About  30  of  the  353  firms  preferred  not  to  discuss  any  of  these  ques- 
tions or  only  part  of  them.  Most  of  these  firms  handled  small  volumes  and 
operated  only  during  a  part  of  the  season. 

A  total  of  321  firms  replied  to  the  question  as  to  whether  quotations  in 
their  market  during  1959-60  provided  accurate  and  reliable  price  guides. 
Ninety-one  percent  answered  yes.   Among  those  responding  affirmatively,  a  few 
made  the  minor  qualification  that  their  answers  were  based  on  performance  for 
the  season  as  a  whole.   These  stated  that  local  committees  had  some  early  sea- 
son difficulties  in  adjusting  to  unusual  marketing  conditions  and  the  new  price 
level. 

Firms  giving  a  negative  answer  were  in  Atlanta,  Dallas,  Lubbock,  Houston,. 
Memphis,  and  Greenville.   The  proportion  was  greatest  at  Atlanta  and  declined 
in  the  order  listed.   Even  at  Atlanta,  however,  firms  considering  the  quota- 
tions as  not  desirably  accurate  were  greatly  in  the  minority. 

Inaccuracies  cited  by  firms  regarding  local  quotations  in  order  of  de- 
c ending  importance  were : 

1.  Differences  too  wide. 

2.  Base  price  too  high. 

18/  Prior  to  this  study,  the  Department  was  drafting  plans  for  assembling 
all  such  Department  representatives  periodically  for  intensive  seminars  on 
various  aspects  of  the  quotations  system.   One  training  session  has  been  held. 
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3.   Committees  too  slow  In  changing  quotations. 
k.      Differences  too  narrow. 

5.   Various,  including  erratic  pricing,  troubles  due  to  Government 
classing,  and  short  interests  in  the  trade. 

None  of  these  comments  implied  that  any  committee  acted  other  than  in  good 
faith.   Consensus  was  that  committees  were  the  victims  of  a  series  of  varying 
and  unusual  conditions.   This  unpredictable  set  of  circumstances  found  the  com- 
mittees lagging  behind  the  changes  in  situation.   Trade  criticism  of  committee 
action  was  confined  chiefly  to  one  topic.   This  was  that  several  committees  on 
occasion  were  overly  cautious  in  changing  quotations  to  meet  shifts  in  trading 
prices.   By  and  large,  the  trade  strongly  endorsed  the  operation  of  the 
committees . 

In  soliciting  suggestions  from  the  firms  for  improving  or  strengthening 
the  quotations,  interviewers  asked  approximately  the  same  three -part  question 
followed  in  interviews  with  the  committees .   Firms  also  were  asked  to  comment 
on  the  range  of  qualities  that  should  be  quoted  at  their  market,  if  they  did 
not  voluntarily  mention  the  subject. 

A  total  of  32^  firms  discussed  possibilities  for  improving  the  quotations. 
Of  these,  152  firms  or  U7  percent  had  no  suggestions  for  changes  in  the  regula- 
tions, requirements,  or  activities  of  the  Department.  19/   Suggestions  made  by 
the  53  percent  of  firms  that  made  suggestions  were  grouped  heavily  in  two  areas 
of  interest.   About  37  percent  recommended  that  markets  be  required  to  quote 
only  those  qualities  actually  handled.   Another  11  percent  of  firms  thought 
that  the  Department  should  modify  its  approach  in  supervising  the  committees, 
particularly  as  followed  during  1959-60.   The  remaining  5  percent  offered  a 
variety  of  suggestions. 

The  question  of  reducing  the  number  of  qualities  some  markets  will  quote 
is  not  new.   Back  in  195*4-,  18  percent  of  firms  endorsed  such  a  change.   In 
April  1956,  however,  when  representatives  of  the  ik   exchanges  and  the 
Department  met,  final  majority  decision  of  the  trade  was  for  all  markets  to 
continue  quoting  all  grades  and  the  usual  range  of  staples.   The  agreement  then 
reached  is  currently  in  effect.   The  fact  that  trade  sentiment  for  some  action 
along  that  line  was  twice  as  great  in  i960  as  in  195*4- ,    apparently  was  influ- 
enced by  the  addition  of  Ik   grades  to  be  quoted  in  1959-60.   This  had  increased 
the  total  number  of  qualities  to  be  quoted  to  what  some  thought  was  an  unrea- 
sonable figure,  and  relief  was  sought  by  eliminating  fringe  qualities.   Chief 
comment,  however,  centered  about  beliefs  that  the  present  system  was  either 
illogical  or  unsound.   Such  criticism  generally  stated  that  no  market  could  do 
an  accurate  job  where  no  basis  of  actual  knowledge  existed,  and  that  efforts  to 
adapt  quotations  from  a  distant  market  often  led  to  miscalulation  on  account  of 
differences  in  character.   Firms  at  Fresno  and  Greenwood  particularly  advocated 
tailoring  qualities  quoted  to  those  actually  handled.   Other  markets  where  prac- 
tically all  comments  covered  this  same  subject  included  Atlanta,  Augusta,  and 
Memphis . 


19/  At  time  of  the  1953-5*4-  survey,  55  percent  made  no  suggestion, 
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Trade  comments  "by  11  percent  of  firms  on  supervisory  activities  of  the 
Department  centered  around  one  theme.   This  "was  described  as  a  tendency  by  the 
Department  to  encourage  all  markets  to  quote  a  common  or  highly  similar  price 
differential  for  the  same  quality  during  the  season  of  study.   This  approach 
was  pointed  out  as  "being  contrary  to  the  natural  pattern  of  cotton  values  and 
the  basic  concept  of  the  quotations  system.   Cotton  of  the  same  grade  and  staple 
frequently  varies  in  character,  and  therefore  in  value,  because  it  was  grown 
under  unlike  conditions  in  different  parts  of  the  Belt.   The  reason  for  first 
having  10  designated  markets  and  later  increasing  to  Ik   was  to  provide  wide 
geographic  price  coverage  suitable  for  arriving  at  a  Beltwide  average  in  this 
regard. 

Other  adverse  remarks  regarding  supervision  were  minor  in  volume  and 
varied  in  nature.   A  somewhat  general  undertone,  however,  was  that  the  diffi- 
culties faced  by  the  committees  were  not  always  appreciated.  Also  mentioned 
were  times  when  a  quality  singled  out  for  criticism  happened  to  be  a  descrip- 
tive grade  that  frequently  sold  for  a  wide  range  in  price.   Several  firms 
thought  that  supervision  in  1959-60  often  involved  undue  attention  to  minor  de- 
tail largely  as  a  result  of  the  unusual  pressures  of  that  particular  season. 
During  I96O-6I,  the  Department  and  the  committees  experienced  little  or  no 
difficulty. 

The  5  percent  of  firms  offering  other  suggestions  for  the  consideration  of 
the  Department  covered  a  wide  variety  of  topics.  Among  these  in  order  of  fre- 
quency were : 

"The  Department  should  establish  requirements  for  service  on  quotations 
committees . " 

"A  more  uniform  level  of  performance  by  Department  classers." 

"Eliminate  designated  markets  having  few  firms  and  small  seasonal  volumes." 

"Abolish  the  quotations  system. " 

"Increase  relationship  of  quotations  to  quality  elements  such  as  fiber 
strength  and  fineness." 

A  number  of  firms  offered  more  than  one  suggestion.   Practically  all 
second  suggestions  were  the  same  as  those  given  first  priority  by  other  firms. 
One  exception  was  that  a  few  firms  mentioned  the  need  for  some  method  of 
weighting  quotations  by  size  of  markets  to  arrive  at  a  Beltwide  average. 

Only  12  of  the  32^  firms  replying  commented  on  how  to  improve  the  opera- 
tion or  organization  of  the  quotations  committees.   Among  suggestions  were: 

"Committees  should  act  promptly  in  changing  quotations  when  revision  is 
indicated. " 

"Need  greater  attention  to  balancing  some  committees  by  types  of  firms 
and  in  rotating  members . " 
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"Devise  a  system  at  large  markets  for  active  firms  to  report  trading 
prices  regularly  and  not  just  for  selected  lots,  these  data  to  be  assem- 
bled and  averaged  in  a  confidential  manner  by  the  exchange." 

A  few  firms  made  general  comments  relating  to  suggestions  on  use  of  quo- 
tations in  establishing  quality  differences  under  Government  price  support 
programs.   This  subject  will  be  discussed  in  the  later  companion  study  on  the 
accuracy  of  the  quotations. 

The  final  question  asked  participating  firms  related  to  uses  made  of  the 
quotations.   Of  319  firms  replying,  14 5  reported  no  regular  use  of  the  quota- 
tions during  1959-60.   Many  of  these,  however,  emphasized  that  there  was  no 
need  to  use  them  due  to  the  nature  of  the  Choice  A,  Choice  B  program,  but  that 
in  past  years  the  quotations  had  been  useful.   Also  included  in  this  group  were 
firms  such  as  shippers  '  representatives  that  depended  on  the  head  office  for 
all  pricing  information. 

Among  the  Yjk   firms  utilizing  the  quotations,  36  used  them  only  in  devel- 
oping bids  against  sales  of  Government -owned  cotton.  A  total  of  138  firms  re- 
ported frequent  and  varied  attention  to  the  quotations.   Most  of  these  firms 
reported  following  the  quotations  as  a  general  guide  and  convenient  check  on 
price  trends.   A  sizable  number  stated  that  the  quotations  were  helpful  in 
buying  cotton  from  new  territories  or  in  pricing  qualities  that  had  not  been 
handled  previously  that  season.   A  few  firms  regularly  kept  elaborate  statis- 
tical comparisons  of  the  quotations  and  their  buying  prices.   Generally  the 
larger  firms  made  wider  and  more  consistent  use  of  the  quotations  than  the 
smaller  ones. 

Most  firms  agreed  that  the  quotations  occupied  an  important  position  in 
the  cotton  marketing  system.   Aside  from  the  original  but  currently  minor  pur- 
pose of  settling  futures  contracts,  the  quotations  were  a  key  factor  in  estab- 
lishing quality  price  differentials  under  Government  price  support  programs. 
The  quotations  also  were  cited  as  a  standard  fixture  for  settling  insurance 
claims,  for  inventories,  and  other  like  uses. 

SUGGESTED  CHARGES  IN  THE  QUOTATIONS  SYSTEM 

Most  quotations  committees  were  active  and  attempted  to  do  a  good  job 
within  their  limits.   Several  took  exceptional  pride  and  interest  in  main- 
taining and  operating  what  they  considered  to  be  well-balanced  and  vigorous 
committees.   Practically  all  firms  viewed  the  quotations  service  as  an  impor- 
tant and  necessary  function  of  the  marketing  system.  Most  believed  the  present 
method  of  using  trade  committees  to  develop  quotations  was  the  most  feasible 
and  accurate  approach. 

In  contrast  to  this  solid  framework,  several  operating  features  showed 
need  for  corrective  measures.   Most  obvious  was  the  roster  of  designated  mar- 
kets.  The  Ik   markets  were  ill  assorted  as  to  size,  overall  suitability,  and 
geographical  representation.  Memphis  handled  about  ^35  times  more  cotton  than 
Charleston,  a  tremendous  physical  difference  between  two  markets  carrying  equal 
weight  in  calculations  of  1^-market  averages.   The  West  had  only  one  market  but 
produced  almost  twice  as  much  cotton  as  the  Southeast,  where  five  markets  were 
located.  ^7_ 


Several  markets  were  quoting  qualities  that  seldom,  if  every,  appeared  in 
actual  trading.   This  situation  multiplied  chances  for  error.   Interest  of  some 
committees  in  their  task  probably  could  he  sharpened  greatly  by  not  having  to 
quote  cotton  with  which  they  are  not  familiar. 

Organization  and  procedures  of  quotations  committees  at  most  markets  ap- 
peared satisfactory.   This  general  level  of  acceptability  highlighted  the  need 
for  a  uniform  approach  with  minimum  standards .  A  set  of  specific  requirements 
known  to  all,  which  markets  must  meet  to  continue  as  designated  markets,  would 
be  reassuring  to  growers  and  others. 

Roster  of  Designated  Markets 

Opportunity  no  longer  exists  for  balancing  representation  among  designated 
markets  merely  by  reducing  or  adding  to  the  list.   If  many  markets  were  alike 
in  all  requisites,  near -perfect  balance  could  be  achieved  in  terms  of  geo- 
graphical representation  and  weighting  by  having  one  market  in  the  Southeast, 
three  each  in  the  Southwest  and  South  Central,  and  two  in  the  West.   Any  avail- 
able nine  markets,  however,  would  have  wide  differences  in  size  and  other  fac- 
tors.  The  outcome  is  that  sound  averages  of  individual  market  quotations  can 
be  achieved  only  through  some  practical  system  of  weighting.   A  method  employing 
a  total  weight  of  20  points  for  the  Belt  is  recommended  with  regional  weights 
assigned  as  follows: 

Region  Weight 

Southeast 2 

South  Central 7 

Southwest 7 

West it- 


Total  20 

Weights  were  derived  by  doubling  the  approximate  regional  1-3-3-2  produc- 
tion rates,  which  yielded  18  points.   One  additional  point  was  added  to  the 
South  Central  and  the  Southwest  because  major  markets  in  these  regions  were 
headquarters  for  the  majority  of  shippers.   Such  weights  would  be  used  until 
shifts  in  production  among  regions  warranted  adjustment. 

Weights  for  individual  markets  in  regions  other  than  the  Southeast  would 
be  assigned  according  to  volumes  of  cotton  handled  by  markets  during  1959-60.  20/ 
Weights  per  market  in  the  three  larger  production  regions  would  be  credited  as 
follows : 

Volume  Weight 

More  than  5,000,000  bales 5 

2,500,001  to  5,000,000  bales 3 

1,000,001  to  2,500,000  bales 2 

1,000,000  bales  or  less 1 


20/  Volumes  of  cotton  handled  by  each  of  the  lk   markets  were  shown  on 
page  2¥. 
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In  the  Southeast,  maximum  weight  would  be  1  or  less  per  market,  according  to 

the  number  of  markets  retained.  This  tends  to  compensate  for  the  heavy  mill 

sales  in  the  larger  markets  that  were  not  directly  applicable  to  quotations 
without  adjustments  in  prices. 

Using  the  regional  and  individual  market  weighting  plans  and  by  selecting 
markets  according  to  order  of  rank  within  regional  groupings,  markets  recom- 
mended for  designation  and  weightings  are: 

Region  and  market  Weight 

Southeast 2 

Atlanta j_ 

Montgomery ]_ 

or 

Greenville c 

Atlanta 5 

Augusta 5 

Montgomery 5 

South  Central n 

Memphi  s 5 

Little  Rock 1 

Greenwood 1 

Southwest 7 

Dallas 3 

Lubbock 2 

Houston 2 

West \\ 

Fresno 2 

(Phoenix) 2 


20 


This  provides  either  10  or  12  markets,  according  to  which  plan  is  followed 
in  the  Southeast.   One  approach  would  be  to  have  Atlanta  and  Montgomery  as  the 
only  Southeastern  sites,  with  a  weight  of  1  each.   Atlanta,  the  top-ranking 
market  in  the  Southeast,  would  provide  a  large  mill  market  and  Montgomery  a 
shipper  buying  site.   The  four-market  selection,  as  indicated  in  the  tabular 
listing,  is  acceptable  if  each  market  is  given  a  weight  of  0.5-   Without 
weighting,  only  two  Southeastern  markets  are  warranted. 

In  the  South  Central  region  and  the  Southwest,  the  proposed  markets  are 
the  high-ranking  3  of  the  h   now  serving  in  each  region.   This  would  eliminate 
New  Orleans  and  Galveston. 

Since  the  West  rates  a  second  market,  Phoenix  is  listed  as  a  candidate  for 
designation.   The  trade  at  Phoenix  has  approached  the  Department  on  this,  and 
steps  are  being  taken  in  the  market  to  meet  requirements.   A  special  survey  in 
1959-60  indicated  that  Phoenix  has  the  physical  facilities  a  designated  market 
needs.  21/  The  market  then  had  36  firms,  well  assorted  as  to  type,  with  a  to- 
tal volume  of  about  1,250,000  bales.   This  volume  would  justify  a  weight  of  2. 


21/  Survey  made  by  representatives  of  the  Cotton  Division,  Agricultural 
Marketing  Service. 
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These  proposals  revolve  aroung  two  controversial  lines  of  action.   One  is 
use  of  weights.   The  other  is  discontinuing  some  of  the  now  designated  markets. 

Weighting  has  "been  a  topic  of  discussion  for  many  years.   Views  on  the 
subject  within  the  trade  have  "been  mixed,  with  greater  support  at  the  larger 
markets.   The  method  proposed  ahove  does  not  entirely  compensate  for  variabil- 
ity  among  markets.   It  makes  a  significant  step  in  that  direction,  however, 
without  placing  any  market  in  a  purely  nominal  position.   It  also  balances  quo- 
tations sources  with  regional  cotton  production.   If  adopted,  a  "brief  survey  at 
5-year  intervals  would  indicate  required  changes  In  weights  of  individual 
markets . 

In  the  past,  weighting  usually  has  been  suggested  in  terms  of  volumes  of 
reported  purchases.   This  method,  for  example,  if  used  currently  for  the  pre- 
sent Ik   markets,  with  purchases  being  based  on  the  past  5 -year  average,  would 
give  Memphis  a  weight  kkk   times  greater  than  Charleston  (appendix,  table  29) . 
If  Charleston,  New  Orleans,  and  Galveston  were  eliminated  as  recommended,  the 
disparity  in  weights  among  markets  according  to  purchases  would  be  reduced  con- 
siderably.  Then  Memphis,  the  largest  market,  would  have  a  weight  53  times  lar- 
ger than  that  for  Little  Rock,  the  smallest  market.  Weights  in  terms  of  pur- 
chases would  provide  full  credit  for  differences  in  size  among  markets  but  have 
been  opposed  by  many  trade  firms  particularly  in  the  smaller  markets. 

Mention  by  the  Department  of  dropping  a  designated  market  generally  has 
triggered  opposition  from  several  quarters .   The  fact  is  that  the  quotations 
system  is  no  longer  an  intra -trade  tool  but  a  public  trust,  and  a  keen  sense  of 
responsibility  must  override  tradition,  civic  pride,  or  vested  interest. 

At  the  minimum,  outlined  proposals  would  remove  Charleston,  New  Orleans, 
and  Galveston  as  designated  markets.   Committees  in  each  of  these  markets  have 
served  well,  but  each  market  ranks  lowest  in  its  region.   New  Orleans,  in  the 
dual  role  of  futures  and  spot  market,  may  welcome  such  relief.   In  the  case  of 
Galveston,  the  direct  services  of  a  large  and  well  known  shipping  firm  could  be 
retained  if  a  joint  Houston-Galveston  committee  could  be  achieved. 

One  other  possibility  relates  to  Little  Rock,  cited  for  continuing  desig- 
nation.  If  Little  Rock  and  neighboring  Pine  Bluff,  also  also  an  active  market, 
could  organize  a  joint  Central  Arkansas  committee,  the  quotations  system  would 
benefit.  Meetings  could  be  rotated  between  markets  on  an  annual  basis. 


Qualities  Quoted  by  Markets 

Although  formerly  a  valuable  policy,  the  traditional  requirement  that  each 
market  quote  all  grades  and  practically  all  staples  is  outdated.   For  example, 
how  can  quotations  for  7/8-inch  cotton  by  Fresno  benefit  the  quotations  system 
when  no  cotton  of  that  length  is  handled  there?   This  approach,  although  cre- 
ating an  illusion  of  depth,  is  beginning  to  endanger  the  reliability  of  the 
averages  and  places  some  committees  in  awkward  positions. 

Unfortunately  not  many  markets  now  handle  the  whole  range  of  qualities . 
Even  fewer  receive  this  assortment  in  proportions  approximating  that  for  the 
crop  as  a  whole . 
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The  hurdle  to  surmount  in  this  situation  is  the  inertia  of  custom.   Each 
market  has  always  "been  required  to  quote  all  grades,  hut  not  all  staples.   Only- 
Texas  markets  quote  13/l6  inch,  and  quotations  for  1-1/8  inches  and  longer  are 
also  limited  to  certain  markets.   This  same  selective  approach  is  needed  for 
grade  along  with  further  adjustments  for  staple. 

No  recommendations  are  included  for  the  Phoenix  market.   If  Phoenix  is  des- 
ignated, quality  assignments  likely  would  approximate  those  at  Fresno.   Exact 
determinations,  however,  would  require  specific  study.   Also,  no  suggestions 
have  been  made  regarding  13/l6  inch  and  staples  1-1/8  inches  and  longer.   The 
current  limitation  of  13/l6-inch  cotton  to  the  Texas  markets  is  highly  realis- 
tic .   The  present  approach  seems  well  in  line  for  cotton  longer  than  1-3/32 
inches  which  represents  about  k   percent  of  the  crop.   Proposed  grade  and  staple 
ranges  to  be  quoted  at  each  market  are  as  follows: 

1.  Grades 


Atlanta 

Augusta 

Greenville .  . 
Montgomery. . 
Greenwood. .  . 
Little  Rock. 

Memphis 

Dallas 

Houston. 
Lubbock. 
Fresno 


Light 

Light 

Ti 

nged  and 

White 

Spotted 

X 

Spotted 

X 

Gray 

X 

Gray 

X 

St 

ained 

X 

X 

X 

X 

-- 

X 

-- 

-- 

X 

X 

-- 

X 

X 

-- 

X 

X 

-- 

X 

-- 

-- 

X 

X 

-- 

X 

-- 

-- 

X 

X 

X 

X 

-- 

-- 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

-- 

X 

X 

-- 

2.  Staples 

7/8  and    15/16  and    1  and      l-l/l6  and 
13/16"    29/32"     WW  1^1732"    1-3/32" 

Atlanta __        x         x 

Augusta --        --         x 

Greenville —        x         x  x 

v  x         x 

Montgomery --        "        A 

Greenwood 

Little  Rock «       x 

Memphis --       x 

Dallas x        x         x 

Houston xxx 

Lubbock x        x         x 

■c  ^-^  --  XX 

Fresno ----- 

This  proposal  requires  all  markets  to  quote  all  qualities  commonly  ap- 
pearing in  each  crop.   Quotations  for  cotton  shorter  than  l5/l6  inch  longer 
than  1-3/32  inches,  and  of  certain  colored  grade  groups  would  be  limited  to 
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markets  with  first-hand  knowledge  of  such  cotton.   Tenderahle  qualities  of  cot- 
ton should  be  quoted  hy  sufficient  number  of  competent  markets  to  meet  the 
needs  of  the  futures  exchanges.   The  realistic  nature  of  the  proposed  quota- 
tions would  work  toward  the  benefit  of  all  users.   Weighting  and  quality  allo- 
cation provide  the  combination  needed  to  revitalize  the  quotations . 

Membership  of  Committees 

The  most  recent  memorandum  of  understanding  between  the  exchanges  and  the 
Department  includes  a  recommendation  that  wherever  possible  committees  should 
consist  of  either  3  or  5  members.   During  1959-60,  each  of  the  Ik   committees 
had  3  or  more  members  and  the  majority  had  5  members  or  more . 

Any  market  important  enough  for  continuing  designation  should  meet  a  min- 
imum standard  as  to  the  number  of  firms  available  for  committee  service.   The 
popular  conception  is  that  committees  need  sufficient  members  to  assure  diver- 
sity and  breadth  of  information  and  market  interests.   Likewise  a  designated 
market  is  considered  as  being  a  major  trading  center.   A  market  with  only  a  few 
firms,  even  if  weighting  is  used,  simply  does  not  qualify. 

Since  some  committees  followed  satisfactory  procedures,  the  suggested  so- 
lution is  that  their  usual  practices  be  established  as  requirements  for 
designation: 

1.  Each  committee  will  consist  of  five  or  more  members. 

2.  Committee  members  will  be  selected  only  from  firms  actively  engaged 

in  spot  trading. 

3 •   No  one  firm  will  provide  more  than  one  member  of  any  committee . 

Such  mandatory  requirements  automatically  would  remove  any  market  later 
declining  in  size  to  fewer  than  5  active  spot  firms.   Currently  only  2  of  the 
11  markets  recommended  for  continuing  designation  would  be  affected  to  any  de- 
gree .   Little  Rock  would  need  to  add  1  committee  member  and  Greenwood  2  mem- 
bers .   Also,  a  definite  plan  of  rotation  and  term  of  office  for  members  of  the 
Greenwood  committee  seems  desirable. 

The  various  suggested  changes  could  improve  committee  operations  and  their 

supervision.   Committees  need  to  keep  quotations  as  fluid  as  possible  and  when 

adjustments  in  differences  are  indicated,  changes  should  be  clear-cut  and 
prompt . 
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APPENDIX 


Qualities  of  Cotton  Quoted 

Grades  and  staples  of  upland  cotton  quoted  in  the  Ik   designated  markets, 
season  1959-60,  are  listed  "below:  l/ 


GRADES 


STAPLES  3/ 


Light 

Light 

White 

2/ 

Spotted 
*GM 

2/ 

Spotted 
*GM 

Tinged 
GM 

Stained 
GM 

Gray  2/ 
GM 

Gray 
GM 

Inches 

SGM 

k/  13/16 

*GM 

*SM 

*SM 

SM 

SM 

SM 

SM 

7/8 

*SM 

M 

M 

M 

M 

M 

M 

29/32 

*M+ 

SLM 

SLM 

SLM 

SLM 

SLM 

15/16 

m 

LM 

LM 

LM 

31/32 

*SLM+ 

1 

*SLM 

1-1/32 

*LM+ 

1-1/16 

*LM 

1-3/32 

SG0+ 

5/  1-1/8 
6/  1-5/32 

SGO 

G0+ 

7/  1-3/16 

GO 

7/  1-7/32 
7/  1-lA 

1/  Each  market  quoted  all  39  listed  grades  for  each  staple  as  indicated. 
Symbols  for  grades  are:   SGM  =  Strict  Good  Middling,  GM  =  Good  Middling,  SM  = 
Strict  Middling,  M  =  Middling,  SLM  =  Strict  Low  Middling,  LM  =  Low  Middling, 
SGO  =  Strict  Good  Ordinary,  GO  =  Good  Ordinary. 

2/  The  plus  White  grades  and  Light  Spotted  and  Light  Gray  grades  were  added 
to  the  quotations  at  the  beginning  of  the  1959-60  season. 

3/  Staples  ranging  from  7/8  inch  to  1-3/32  inches  were  quoted  at  all  14 

markets . 

kj   Quoted  only  at  Dallas,  Galveston,  Houston,  and  Lubbock. 

5/  Quoted  at  Atlanta,  Fresno,  Greenwood,  and  Memphis. 

5/  Quoted  only  at  Fresno,  Greenwood,  and  Memphis. 

7/  Quoted  only  at  Greenwood  and  Memphis. 

*D~notes  grades  tenderable  on  futures  contracts  when  29/32  inch  or  longer  in 
staple.   Quotations  for  tenderahle  qualities  relate  to  cotton  with  a  micronaire 
of  3.5  or  better.   Beginning  in  May  1961,  a  modified  futures  contract  of  the 
New  Orleans  Cotton  Exchange  provided  delivery  for  all  of  aToove  listed  tender- 
ahle grades  plus  Middling  Light  Spotted  and  Light  Gray  grades  of  Good  Mxddling, 
Strict  Middling,  and  Middling  in  staples  7/8  inch  and  longer. 
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TABLES 


Ta"ble  22. --Number  of  active  spot  cotton  firms,  "by  type  of  operation,  Ik   designated  markets,  season  1959-60 | 


Market 


Snipper 


F.o.b. 
merchant 


Mills 


Coop- 
erative 


Broker 


Shipper 

rep re  - 

sentative 


Commission 
"buyer 


Multi- 
type 


All 
types 


Atlanta 

Augusta 

Charleston. . . . 
Greenville 
Montgomery.  .  .  . 

Greenwood 

Little  Rock. . . 

Memphis 

New  Orleans . . . 

Dallas 

Galveston 

Houston , 

Lubbock 

Fresno 

All  markets , 


Firms 


2 
1 
2 
2 

1 
52 

k 
3k 

2 
10 

6 


124 


Firms 


IT 

1+ 


28 


Firms 

1 
3 


Firms 


Firms 

9 

6 


Firms 


Firms 


19 


53 


28 


Firms 

3 

1 


86 


Firms 

22 
Ik 

2 


- 

6 

5 

1 

6 

23 

- 

— 

l 

— 

2 

6 

1 

ll 

7 

3 

9 

33 

- 

2 

2 

1 

2 

10 

2 

Ik 

k 

5 

43 

131 

- 

1 

-- 

-- 

1 

6 

1 

11 

1+ 

1+ 

2 

56 

2 
21 

_ 

6 

1 

2 

2 

1 

— 

10 

1+ 

11 

49 

- 

-- 

9 

8 

It 

35 

410 


Table  23. — Reported  volumes  of  purchases  of  upland  cotton,  14  designated  markets,  season  1959-60 


Market 


Volume  of  purchases 


Southeast : 

Atlanta 

Augusta 

Charleston. .  .  . 
Greenville 
Montgomery. . . . 

South  Central: 

Greenwood 

Little  Rock. . . 

Memphis 

New  Orleans . . . 

Southwest : 

Dallas 

Galveston 

Houston 

Lubhock 

West: 

Fresno 

All  markets . 


Bales 


141,266 
110,138 
18,136 
920,028 
21+8,289 


650,085 

55,890 

5, kkO, 762 

38,935 


2,025,436 

226,309 

1,1+71,658 

1,206,995 


1,751,343 


14,305,270 
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Table  25. --Percentage  of  total  cotton  production  in  specified  grades  and  sta- 
ples, averages  I9I+9-5O  to  1951-52  and  1957-58  to  1959-60 


Quality  groups 


1949-50  to  1951-52  ;;  1957-58  to  1959-60 


Grade : 
White: 

Strict  Middling  and  above 

Middling 

Strict  Low  Middling 

Low  Middling  and  "below.  .  . 

Spotted 

Gray 

Tinged  and  Stained 

All  grades 

Staple : 

Shorter  than  7/8  inch 

7/8  and  29/32  inch 

15/16  and  31/32  inch 

1  inch  and  1-1/32  inches... 
1-1/16  and  1-3/32  inches... 
1-1/8  inches  and  longer.... 

All  staples 


Percent 


18.0 
2^.3 
26.2 
10.0 

18.1 
2.1 
1.3 


100.0 


100.0 


Percent 


9-1 
32.5 
26.5 

8.8 

20.9 

1.3 

•  9 


100.0 


100.0 


2.6 

.2 

13.9 

5-9 

12.5 

18.9 

32A 

28.7 

36.1 

k2.k 

2.5 

3.9 

Table  26. --Percentages  of  cotton  shipping  firms  handling  specified  volumes  of 
cotton,  Ik   designated  markets,  season  1959-60 


Markets 


25,000 

25, 

001- 

50, 

001- 

100, 

001- 

:  200,001 

i  ah 

bales 

50. 

000 

100 

,000 

200 

000 

bales 

or  less 

bales 

bales 

bales 

:  or  more 

.firms 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

kQ 

23 

10 

k 

15 

100 

11 

20 

^ 

9 

6 

100 

30 

10 

30 

10 

20 

100 

29 

35 

12 

12 

12 

100 

69 

8 

8 

15 

-- 

100 

Memphi  s 

Dallas 

Houston 

Galveston,  Lubbock, 

and  Fresno  1/ . . . . 

Other  8  markets. . . . 


All  markets 


36 


21 


2k 


Ik 


100 


1/  Grouped  to  avoid  disclosing  individual  operations 
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Table  27 . --Multitype  firms,  "by  combinations  of  activities,  in  the  Ik   di 

nated  markets,  season  1959-60 


Combination 


Multitype  :  Proportion 
firms    :   of  total 


:  Number  Percent 

Shipper,  f.o.b.  merchant : 

Shipper,  commission  buyer :  10  12 

Shipper,  broker :  8  9 

Shipper,  f.o.b.  merchant,  broker :  6 

Shipper,  f.o.b.  merchant,  broker,  commission  buyer. .. : 

F.o.b.  merchant,  broker :  17  19 

F.o.b.  merchant,  commission  buyer :  9  10 

F.o.b.  merchant,  broker,  commission  buyer :  3  3 

Broker,  commission  buyer : 5 6_ 

Total :  88  100 


Table  28. --Multitype  cotton  firms  and  volume  handled  by  type  of  business  ac- 
tivity, in  the  Ik-   designated  markets,  season  1959-60 


Type  of  business 
activity 


Firms 


Volume  handled 


Shipper 

F.o.b.  merchant. 

Broker 

Commission  buyer 
Total 


Number 

54 

65 
kl 

30 


Bales 

877,976 

1,055,366 

879A37 
579,865 


Percent 
26 

31 
26 

IT 


1/  88 


3,392,3^ 


100 


1/  Total  number  of  firms  doing  a  multitype  business 
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Legislative  Authority,  Regulations,  and  Memorandum  of  Understanding 

Internal  Revenue  Code  of  195)+ 

Section  4862  of  this  legislative  authority  has  particular  bearing  on  the 
designation  of  cotton  markets  as  sources  of  cotton  quotations  and  is  quoted  as 
follows : 

Sec.  4862.   DEFINITION  OF  BONA  FIDE  SPOT  MARKETS 

(a)  Definition.   For  the  purposes  of  this  subchapter,  the  only 
markets  which  shall  be  considered  bona  fide  spot  markets  shall  be 
those  which  the  Secretary  of  Agriculture  shall,  from  time  to  time, 
after  investigation,  determine  and  designate  to  be  such,  and  of 
which  he  shall  give  public  notice . 

(b)  Determination .  In  determining,  pursuant  to  the  provisions 
of  this  subchapter,  what  markets  are  bona  fide  spot  markets,  the 
Secretary  of  Agriculture  is  directed  to  consider  only  markets  in 
which  spot  cotton  is  sold  in  such  volume  and  under  such  conditions 
as  customarily  to  reflect  accurately  the  value  of  middling  cotton 
and  the  differences  between  the  prices  or  values  of  middling  cotton 
and  of  other  grades  of  cotton  for  which  standards  shall  have  been 
established  by  the  Secretary  of  Agriculture:   Provided,  That  if 
there  be  not  sufficient  places,  in  the  markets  of  which  are  made 
bona  fide  sales  of  spot  cotton  of  grades  for  which  standards  are 
established  by  the  Secretary  of  Agriculture,  to  enable  him  to 
designate  at  least  five  spot  markets  in  accordance  with  section 
4863(c),  he  shall,  from  data  as  to  spot  sales  collected  by  him, 
make  rules  and  regulations  for  determining  the  actual  commercial 
differences  in  the  value  of  spot  cotton  of  the  grades  established 
by  him  as  reflected  by  bona  fide  sales  of  spot  cotton,  of  the 
same  or  different  grades,  in  the  markets  selected  and  designated 
by  him,  from  time  to  time,  for  that  purpose,  and  in  that  event 
differences  in  value  of  cotton  of  various  grades  involved  in  con- 
tracts made  pursuant  to  section  4863(a)  and  (b)  shall  be  determined 
in  compliance  with  such  rules  and  regulations:   Provided  further, 
That  it  shall  be  the  duty  of  any  person  engaged  in  the  business  of 
dealing  in  cotton,  when  requested  by  the  Secretary  of  Agriculture 
or  any  agent  acting  under  his  instructions,  to  answer  correctly  to 
the  best  of  his  knowledge,  under  oath  or  otherwise,  all  questions 
touching  his  knowledge  of  the  number  of  bales,  the  classification, 
the  price  or  bona  fide  price  offered,  and  other  terms  of  purchase 
or  sale,  of  any  cotton  involved  in  any  transaction  participated  in 
by  him,  or  to  produce  all  books,  letters,  papers,  or  documents  in 
his  possession  or  under  his  control  relating  to  such  matter. 

Regulations  of  the  United  States  Department  of  Agriculture  for  Cotton 
Classification  Under  Cotton  Futures  Legislation 

Sections  27-95  through  27-102  of  these  regulations  relate  to  cotton  price 
quotations  and  differences,  of  which  sections  27.96  through  27.98  were  amended 
effective  November  6,  1961.   These  sections  are: 
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Price  Quotations  and  Differences 

Sec.  27.95  Spot  markets  to  conform  to  act  and  regulations. 
Every  bona  fide  spot  market  shall,  as  a  condition  of  its  designation 
and  of  the  retention  thereof  for  the  purposes  of  the  act,  conform 
to  section  4862  and  paragraph  4863(c)  of  the  act  and  the  require- 
ments of  sees.  27.96-27.102. 

Sec.  27.96  Quotations  in  bona  fide  spot  markets . 

The  price  or  value  of  Middling  1  inch  cotton  and  the  differences 
between  the  price  or  value  of  Middling  1  inch  cotton  and  of  other 
grades  and  staple  lengths  of  cotton  quoted  in  each  bona  fide  spot 
market  shall  be  based  solely  upon  the  official  cotton  standards  of 
the  United  States  and  shall  be  the  actual  commercial  price  or  value 
and  differences  established  by  the  sale  of  spot  cotton  in  such  bona 
fide  spot  market.   Such  price  or  value  and  differences  shall  be  de- 
termined as  provided  in  said  sections  of  the  act  and  sees.  27 .96-27 -102, 

Sec.  27.97  Quotation  committees:   establishment;  duties. 

There  shall  be  established  and  maintained  in  each  bona  fide 
spot  market  a  competent  quotation  committee.   The  organization  of 
each  committee  and  its  personnel  shall  be  subject  to  the  approval 
of  the  Director.   Any  member  of  any  committee  who,  or  any  committee 
which,  for  good  cause  is  disapproved  by  the  Director  shall,  after 
due  notice,  be  replaced  by  another  member  or  another  committee 
acceptable  to  the  Director.   The  duties  of  the  quotation  committee 
in  each  market  shall  be  as  follows : 

(a)  The  committee  shall  impartially  and  carefully  ascertain 
on  each  business  day  the  price  or  value  of  Middling  1  inch  cotton 
and  the  differences  between  the  price  or  value  of  Middling  1  inch 
cotton  and  of  other  grades  and  staple  lengths  of  cotton  as  requested 
by  the  Cotton  Division.   The  committee,  or  a  person  authorized  to  act 
for  it,  shall  obtain  complete  and  satisfactory  information  not  later 
than  the  close  of  business  on  each  business  day  as  to  all  sales  of 
spot  cotton  since  the  close  of  the  preceding  business  day,  including 
the  grades  and  staple  lengths,  the  prices  or  price  basis,  and  other 
terms  of  sale  in  sufficient  detail  to  enable  the  committee  to  perform 
its  duties  accurately.   The  committee  shall  also  carefully  consider 
information  presented  by  representatives  of  the  Cotton  Division.   The 
committee  shall  cause  its  action  and  findings  to  be  communicated  daily 
to  the  Cotton  Division.   Failure  by  the  committee  to  quote  prices 
which  represent  actual  commercial  values  of  spot  cotton  in  the  market 
shall  constitute  good  cause  for  disapproval  of  the  committee,  or  any 
member  of  the  committee,  by  the  Director. 

(b)  The  committee  shall  assemble  in  a  scheduled  meeting  not 
less  than  once  each  week.   The  committee  shall  also  meet  upon 
request  of  a  representative  of  the  Cotton  Division. 
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(c)  The  committee  shall  provide  itself  with,  or  have  ready 
access  to,  a  valid  set  of  the  practical  forms  of  the  official 
cotton  standards  of  the  United  States  for  upland  cotton. 

(d)  The  committee  shall  make  availahle  to  a  representative  of 
the  Cotton  Division,  upon  request,  all  records  of  information  used  by 
the  committee  in  ascertaining  the  prices  or  values  of  cotton.   The 
samples  of  the  cotton  involved  in  any  transaction  used  "by  the  committee 
in  ascertaining  prices  shall  also  he  availahle  for  examination  by  a 
representative  of  the  Cotton  Division,  as  long  as  such  samples  remain 
in  the  possession  of  any  party  to  the  transaction  in  the  market. 

Sec.  27.98  Responsibilities  and  duties  of  the  Cotton  Division. 

The  Cotton  Division  is  responsible  for  the  accuracy  of  price 
quotations  in  each  bona  fide  spot  market.   In  carrying  out  this 
responsibility  the  Cotton  Division  will  perform  the  following  duties 
and  functions : 

(a)  The  Cotton  Division  will  assign  an  employee  in  each  market 

to  collect,  analyze,  and  present  periodically  to  the  quotation  committee 
pertinent  information  on  the  prices  and  values  of  spot  cotton  in  the 
market  to  supplement  information  collected  and  available  to  the  com- 
mittee.  The  employee  will  attend  each  scheduled  meeting  of  the  com- 
mittee and  present  his  findings  and  recommendations  on  quotations. 

(b)  The  Cotton  Division  will  publish  daily  the  price  quotations 
for  each  bona  fide  spot  market. 

(c)  The  Cotton  Division  will,  in  the  absence  of  an  approved 
quotations  committee  in  a  bona  fide  spot  market,  ascertain  and  publish 
the  quotations  for  that  market . 

Sec.  27.99  Value  of  grade  where  no  sale;  determination.   Whenever 
no  sale  of  a  particular  grade  of  cotton  shall  have  been  made  on  a 
given  day  in  a  particular  bonafide  spot  market,  the  value  of  such  grade 
in  that  market  on  that  day,  which  shall  be  used  in  calculating  the 
commercial  differences  to  be  applied,  pursuant  to  paragraph  i+863(c)  of 
the  act,  in  the  settlement  of  a  section  ^863  contract,  shall  be  de- 
termined in  accordance  with  sec.  27. 100. 

Sec.  27.100  Values  of  grades.   (a)  If  on  such  given  day  there 
shall  have  been  in  such  market  both  a  sale  of  any  higher  grade  and 
a  sale  of  any  lower  grade,  the  average  of  the  declines,  or  advances, 
or  decline  and  advance,  as  the  case  may  be,  of  the  next  higher  grade 
and  the  next  lower  grade  so  sold  shall  be  deducted  from,  or  added  to, 
as  the  case  may  be,  the  value,  on  the  last  preceding  business  day,  of 
the  grade  the  value  of  which  on  such  given  day  is  sought  to  be  ascertained. 

(b)  if  on  such  given  day  there  shall  have  been  in  such  market  a 
sale  of  either  a  higher  or  a  lower  grade,  but  not  sales  of  both,  the 
decline  or  advance  of  the  next  higher  or  the  next  lower  grade  so  sold 
shall  be  deducted  from,  or  added  to,  as  the  case  may  be, 
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the  value  on  the  last  preceding  "business  day  of  the  grade  the  value  of 
which  on  such  given  day  is  sought  to  he  ascertained. 

(c)   If  on  such  given  day  Here  shall  have  "been  in  such  market 
no  sale  of  spot  cotton  of  any  grade ,  the  value  of  each  grade  shall 
be  deemed  to  he  the  same  as  its  value  therein  on  the  last  preceding 
business  day,  unless  in  the  meantime  there  shall  have  been  bona 
fide  bids  and  offers,  or  sales  of  hedged  cotton,  or  other  sales  of 
cotton,  or  changes  in  prices  of  futures  contracts  made  subject  to 
the  act,  which  in  the  usual  course  of  business  would  clearly  estab- 
lish a  rise  or  fall  in  the  value  of  spot  cotton  in  such  market,  in 
which  case  such  rise  or  fall  may  be  calculated  and  added  to  or  de- 
ducted from  the  value  on  the  preceding  business  day  of  cotton  of 
all  grades  affected  thereby. 

Sec.  27.101  Values;  expression.   For  the  purpose  of  this  sub- 
part values  shall  be  expressed  in  terms  of  cents  and  hundredths  of 
a  cent.  A  fraction  of  a  hundredth,  when  equal  to,  or  greater  than, 
the  half  thereof,  shall  be  treated  as  a  hundredth,  and  when  less 
than  a  half  of  a  hundredth  shall  be  disregarded. 

Sec.  27.102  Administration.   The  details  of  the  method  of 
carrying  out  the  provisions  of  this  subpart  in  each  bona  fide  spot 
market  shall  be  subject  to  the  approval  of  the  Director  or  shall 
be  prescribed  by  him. 


Understanding  Between  the  Cotton  Exchanges  in  the  Ik   Designated 
Spot  Markets  and  the  United  States  Department  of  Agriculture 

On  April  16,  1956,  representatives  of  the  cotton  exchanges  in  the 
designated  markets,  the  cotton  futures  exchanges,  trade  associations, 
and  the  United  States  Department  of  Agriculture  met  in  Memphis, 
Tennessee,  and  reached  the  following  understanding  about  cotton  price 
quotations  in  the  14  spot  cotton  markets  designated  by  the  Secretary 
of  Agriculture  under  the  cotton  futures  legislation: 

1.  Members  of  the  quotations  committee  in  each  bona  fide  spot 
market  will  be  selected  to  represent  various  active  trade  interests 
in  the  market  and  will  be  authorized  to  obtain  requisite  information 
and  to  determine  commercial  values  of  spot  cotton  from  day  to  day 
but  in  no  case  shall  these  quotations  include  purchases  from  the 
Commodity  Credit  Corporation  under  any  special  export  program.   The 
committee  will  function  in  accordance  with  the  regulations  of  the 
Secretary  of  Agriculture  under  the  United  States  cotton  futures 
legislation,  as  amended.   It  is  recommended  that  wherever  possible 
each  committee  consist  of  three  or  five  members  and  meet  to  review 
price  differences  at  least  once  each  week. 

2.  The  committee  in  each  market  will  issue  quotations  each 
day  for  all  grades  of  American  upland  cotton  1"  in  staple  length 

and  will  quote  for  all  grades  each  day  prevailing  discounts  for  7/8", 
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29/32",  15/16"  and  31/32"  and  prevailing  premiums  for  1-1/32"  and 
l-l/l6"  1/ .   Quotations  on  13/l6"  cotton  will  "be  issued  by  Dallas, 
Houston,  Galveston,  and  Lubbock.   All  such  grade  quotations  and 
staple  premiums  and  discounts  will  relate  in  each  case  to  cotton 
of  normal  character  but  on  tenderable  grades  in  no  case  to  cotton 
having  a  micronaire  of  less  than  3-5  2/  and  of  the  indicated  grade 
and  staple  length  according  to  the  official  cotton  standards  of 
the  United  States  for  grade  and  the  official  types  for  length  of 
staple.   Primary  consideration  will,  in  general,  be  given  to  values 
for  cotton  of  the  indicated  grades  and  staple  lengths  produced  in 
the  territory  in  which  the  designated  market  is  located,  and  secondary 
consideration  to  values  for  cotton  from  other  producing  territories. 
The  committee  will,  of  course,  appropriately  consider  cotton  from 
other  areas  which  is  of  qualities  not  in  preponderance  in  the  pro- 
duction of  its  own  territory. 

3 •   Quotations  will  reflect  the  value  of  spot  cotton  in  the 
market  for  both  tenderable  and  untenderable  qualities  delivered  in 
warehouses  uncompressed,  in  terms  of  the  first  landed  cost  price  to 
the  buyer  in  such  market  for  "basis  Middling  lists,"  and  not  in  even 
running  qualities .   Where  other  types  of  transactions  such  as  sales 
of  even-running  lots,  factors'  sales,  etc.,  are  considered  in  arriving 
at  quotations,  appropriate  adjustments  will  be  made  so  that  quotations 
as  issued  will  reflect  the  value  of  spot  cotton  delivered  uncompressed 
in  warehouses  in  the  market. 

h.      In  each  designated  spot  market  where  representatives  of  the 
Agricultural  Marketing  Service  may  be  available  for  the  purpose, 
such  a  representative  will  when  possible  canvass  the  market  from  day 
to  day  and  obtain  any  available  information  with  respect  to  the  com- 
mercial values  of  cotton  of  the  various  grades  and  of  the  foregoing 
staple  lengths .   He  will  cooperate  with  the  quotation  committee  and 
may  attend  meetings  of  the  committee  and  make  a  report  to  it  of  his 
findings.   The  committee  will  issue  quotations  for  the  market  in 
accordance  with  the  regulations  of  the  Secretary  of  Agriculture,  and 
with  due  regard  for  all  available  information,  including  any  that  may 
be  furnished  by  the  representative  of  Agricultural  Marketing  Service. 
Suitable  confidential  records  will  be  kept  by  such  representative 
for  use  in  his  reports  to  the  committee. 

Daily  Reports  -  Volume  of  Spot  Transactions 

1.   The  daily  reports  of  the  volume  of  spot  cotton  transactions 
for  each  designated  market  will  represent  purchases  of  American  upland 
spot  cotton  by  members  of  the  trade  with  offices  in  the  market.   The 
volume  of  cotton  transactions  for  each  designated  market  shall  be  re- 
ported the  day  of  purchase  whether  price  is  fixed  or  on  call  and  will 

1/  This  provision  becomes  effective  August  1,  1956  and  until  that 

time  committees  will  quote  the  qualities  specified  in  the  understanding 

of  May  ^^  figure  is  3>Q  for  the  period  April  l6,  1956  through 

July  |1,  1956. 
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represent  purchases  of  American  upland  cotton  of  members  of  the  trade 
•with  offices  in  the  market. 

2.  The  territory  covered  by  such  reports  will  be  unlimited 
except  that  a  trade  member  whose  main  office  is  located  in  a  desig- 
nated market  will  not  include  in  his  daily  report  purchases  of  spot 
cotton  by  a  branch  office  which  is  located  in  another  designated 
market . 

3.  It  will  be  the  duty  of  the  secretary  of  the  exchange  to 
contact  daily  all  members  of  the  trade  in  the  market  actively 
engaged  in  the  buying  and  selling  of  cotton  and  he  will  ascertain 
as  accurately  as  possible  the  quantity  of  cotton  purchased  by  each 
for  the  day.   He  will  receive  the  individual  reports  in  confidence 
and  the  figures  released  each  day  will  represent  the  total  number 
of  bales  reported  by  all  trade  members  in  the  market. 
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Glossary 

Actuals: --Actual  samples  drawn  from  identified  bales  for  examination  by  buyer. 
The  seller  agrees  to  deliver  the  identical  bales  which  the  samples 
represent. 

Base  quality: --That  quality--now  officially  Midding  (grade)  1  inch  (staple) -- 
from  which  prices  are  figured  for  all  other  qualities.  The  base  quality 
is  quoted  in  cents  per  pound  (see  definition  for  "differences"). 

Broker: --Spot -firms  selling  cotton  on  commission  for  growers,  ginners,  mer- 
chants, shippers,  or  other  owners  of  cotton.   They  are  also  called  factors, 
or  table  sellers. 

Catalog  sales: — As  used  here,  refers  to  offerings  of  Government -owned  and 

classed  cotton  for  sale  by  CCC  in  New  Orleans.   Each  catalog  is  a  record, 
or  list,  of  cotton  available  for  sale  through  competitive  sealed  bids  sub- 
mitted by  a  specified  date. 

Character: --The  elements  of  cotton  quality  that  are  not  included  in  grade  and 

staple.   These  include  among  other  things  fiber  fineness,  strength,  length 
uniformity,  smoothness  and  maturity. 

Commission  buyer ;--A  buyer  who  purchases  cotton  on  commission  for  shippers  or 
mills . 

CCC: --Commodity  Credit  Corporation,  U.  S.  Department  of  Agriculture. 

Cooperative  marketing  association: --Voluntary  business  organization  established 
by  producer  members  to  market  farm  produce  collectively. 

C.i.f. : --Abbreviation  for  cost,  insurance,  and  freight.   Sales  to  foreign  mar- 
kets  usually  are  made  at  c.i.f.  prices,  meaning  the  price  paid  by  the 
overseas  buyer  will  cover  the  cost  of  the  cotton  including  insurance  and 
freight.   Brokers  who  sell  cotton  for  shippers  to  export  markets  on  c.i.f. 
terms  are  called  c.i.f.  brokers . 

Cotton  Exchange : --An  incorporated  organization  of  cotton  marketing  firms  formed 
to  establish  equitable  rules  and  regulations  to  govern  trading,  to  dis- 
seminate information,  and  to  provide  for  adjustment  of  controversies  among 
members . 

Cotton  trade: --Includes  all  marketing  firms,  facilities,  and  organizations  in- 
volved  in  assembling,  and  moving  cotton  from  growers  to  spinners  and  other 
raw  cotton  outlets . 

CH-A:— Term  used  to  indicate  sales  made  under  the  Department  sales  announcements 
by  persons  or  firms  who  had  entered  into  Cotton  Sales  Agency  Agreements 
with  the  CCC  during  the  1959-60  and  196O-6I  seasons.   Such  agents  sold 
Choice  A  cotton  at  warehouse  points.   Such  sales  popularly  were  called  CN-A 
or  local  catalog  sales. 
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Concentration: - -A  term  applied  to  shipments  of  car lots  of  cotton  usually  from 

close  to  points  of  production  to  often  distant  major  warehouse  centers  for 
assembly  and  interim  storage  and  later  movement  on  to  domestic  consuming 
areas  or  for  export.   Cotton  frequently  is  moved  to  concentration  centers 
that  are  hundreds  of  miles  from  points  of  origin. 

Delivery:--  (Definitions  vary  among  spot  markets,,  thus  for  uniformity  "Southern 
Mill  Rules"  were  used).   Sellers  under  such  rules  make  delivery  according 
to  the  following  agreed  terms : 

Immediate-  deliverable  within  7  days  of  time  of  contract. 

Prompt-  deliverable  within  Ik   days. 

Forward-  deliverable  at  some  specific  time  beyond  Ik   days  according 
to  contract . 

Description: --Cotton  sold  on  standard  description  is  described  to  the  buyer  in 
terms  of  the  official  standards  as  to  grade ,  staple.,  and  possibly  other 
characteristics  such  as  territory  of  growth.   Bales  meeting  the  description 
in  all  respects  may  be  delivered. 

Designated: --Selected  by  the  Secretary  of  Agriculture  as  a  proper  source  of  in- 
formation on  the  commercial  values  of  various  qualities  of  cotton. 

Differences : --Price  differentials  for  qualities  of  cotton  other  than  the  base 
quality  with  premiums  being  added  to  the  price  of  the  base  quality  for 
qualities  of  higher  value  and  discounts  being  subtracted  for  qualities  of 
lower  value . 

Even  running:- -A  list  of  cotton  that  has  been  assembled  to  provide  bales  alike 
in  grade,  staple,  and  character. 

Fineness : --The  relative  fineness  or  coarseness  of  cotton  fibers.   This  is  meas- 
ured most  commonly  with  the  micronaire  instrument  which  gives  readings  in 
micrograms  per  inch  of  fiber.   The  larger  the  micronaire  value  the  coarser 
the  fiber. 

Fixed  price : --  The  full  and  final  price  agreed  upon  at  the  time  of  a  transaction 

F.o.b. : --Abbreviation  for  free-on-board. 

f.o.b.  gin  yard-  delivered  to  buyer  on  gin  yard  free  of  accrued 
charges  or  costs. 

f.o.b.  warehouse-  as  above  except  delivered  to  buyer  at  warehouse 
where  stored. 

f.o.b.  cars-  sold  to  buyer  free-on-board  railroad  cars.   Buyer  pays 
compression  and  freight  to  destination. 
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F.o.b.  merchant :- -A  firm  usually  "buying  from  ginners,  other  local  "buyers,  or 


growers  and  selling  with  little  delay  to  shippers  or  mills  generally  on 
f.o.h.  terms.   Also  called  f.o.b.  buyers,  independent  buyers,  or  merchants 

Form  1:--An  individual  bale  cotton  classification  memorandum  of  the  U.  S. 


Department  of  Agriculture  provided  as  a  service  to  organized  grower's  im- 
provement groups.   Popularly  called  the  Smith -Doxey  or  Green  card  class. 

Forward  delivery: --See  delivery. 


Futures  contracts : --Standardized  contracts  made  on  a  cotton  futures  exchange 


under  which  sellers  agree  to  sell  and  buyers  to  purchase  given  quantities 
of  cotton  at  a  stated  price  for  delivery  in  some  future  month. 

Grade : - -An  important  quality  element  of  cotton.   Grade  embraces  3  factors, 

color^  leaf  (foreign  matter  content)  and  ginning  preparation.   These  fac- 
tors in  combination  determine  grade. 

Hedge :--A  means  of  reducing  price  risks  whereby  a  purchase  of  actual  cotton  is 
offset  "by  a  sale  of  cotton  futures  or  visa  versa.   Thus,  a  gain  or  loss  in 
spot  prices  largely  is  counterbalanced  "by  a  loss  or  gain  in  futures  prices. 

Immediate  delivery: --See  delivery. 

Interior : --Interior  purchases  refers  to  cotton  bought  directly  from  growers  and 


ginners  and  other  local  buyers. 

Landed: --Prices  include  delivery  to  destination  with  all  costs  paid  such  as 
landed  domestic  mill,  shipside,  or  foreign  location. 

Micronaire : --See  fineness. 

Mills :  --Includes  both  mill  cotton  departments  and  "branch  buying  offices  or 
agents  of  mills. 

Mixed  quality  lots:- -A  lot  of  cotton  which  includes  hales  that  are  unlike  in 
quality. 

Multitype  firm:- -A  firm  operating  in  more  than  one  capacity.   An  example  would 
be  a  firm  operating  partly  as  a  broker  and  partly  as  an  f.o.b.  merchant. 

On  call:--A  transaction  based  on  a  futures  market  where  the  full  price  of  the 
cotton  is  called  (fixed)  at  some  later  date.  Usually  the  call  option  is 
assigned  to  the  "buyer. 

Open: --Open  or  carried  open  refers  to  unsold  cotton  purchases  of  a  cotton  firm 
that  have  not  been  hedged  and  are  subject  to  full  price  risks. 

Point : --One -hundredth  (l/lOO)  of  a  cent.   This  term  is  used  in  the  cotton  trade 
to  express  price  differences. 

Prompt  delivery: --See  delivery. 
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Season: --The  cotton  season  starts  August  1  and  ends  the  following  July  31* 


Shipper  :--A  firm  that  normally  "buys  cotton  in  mixed  lots  and  puts  it  up  in 

even-running  lots  for  sale  and  shipment  to  spinners  and  for  export.   They 
also  hold  cotton  in  storage  for  shipment  when  and  where  it  is  needed. 
Sales  principally  are  made  on  landed  terms. 

Shipper  representative : --An  agent  or  "branch  office  of  a  shipper.  Such  agents 
or  offices  do  not  function  independently  hut  are  directly  responsible  to 
the  home  office. 

Spot : --Refers  to  trading  in  and  pricing  of  actual  hales  of  cotton.   A  spot 

market  is  one  where  actual  hales  are  "bought  and  sold,  and  spot  prices  are 
those  paid  for  physical  cotton  in  hale  form. 

Standard  density : --Bales  compressed  to  a  density  of  at  least  22  pounds  per  cuhic 
foot. 

Staple:- -A  term  used  in  the  trade  to  denote  the  length  of  cotton  fibers  in  terms 
of  inches  or  fractions  of  inches.   Staple  is  a  major  factor  of  the  quality 
of  cotton. 


Tenderahle : --Cotton  of  a  quality  acceptahle  in  fulfillment  of  futures  contracts, 
the  process  of  delivering  "being  called  tendering.   Eligibility  of  hales 
for  tender  is  "based  on  classification  hy  the  Department  in  terms  of  the 
of f ical  standards . 

Types : --Type  or  private-type  samples  are  drawn  from  one  or  several  hales.   They 
are  shown  to  "buyers  as  a  particular  quality  that  is  available  for  sale. 
If  a  transaction  materalizes,  the  seller  agrees  to  deliver  hales  equal  in 
quality  to  the  type  in  question. 

Uncompressed  hales : --Low  density  hales  (11  to  13  pounds  per  cuhic  foot)  as 

originating  from  the  great  majority  of  gins.   Also  frequently  called  flat 
or  gin  hales . 


Growth  Through  Apicdbtfil  Progress 
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